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ACRA Arizona Reporting Service, Inc.
Arizona Cnuvt Reporters Aiwdatllm Court Reporting & Videoconferencing Center NCRA.

M E M s E  R
GIAl<laAun!lYIRI.w1d

e-mail: azrs@az-repor1ing.com
www.az-reportingxom

Marta T. Hetzer
Administrator/Owner

Suite 502
2200 North Central Avenue

Phoenix, AZ 85004_1481
MAIN (602) 274-9944

FAX (602) 277-4264

To: Docket Control

Date: July 2, 2009

Re: Wickenburg Ranch Water W-03994A-07-0657
Volumes I and II Concluded
June 15 and 29, 2009

STATUS OF GRIGINAL EXHIBITS

FILED WITH DOCKET CONTROL

§.TAFF (s Exhibits)

1 through 3

WICKENBURG RANCH WATER (A Exhibits)

1 through 7

Copy to :
Sarah N. Hmpring, ALJ
Staff (Kevin Torrey, Esq.)
Wickenburg Ranch Water (Steve Were, Esq.)
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6/512009
Wicker burg Ranch Water Com party
William I. Brownlee, Manager, the ma Companies
4350 E. Camelback Road
Suite E260
Phoenix, Arizona 85018

Re: On Lot Cisterns (rainwater catchment)

Dear William:

SCOPE oF WORK

Heads Up willprovide cisterns per our plan dated4-2-07 at the above referenced projectas follows, to include:

1 pump - Tsuruml TS215V per house.

Provide and place all electrical work associatedwith cistern. Mounted outside.

All backfill atcistern to be water tampedto prevent settling .

pump tobe placein protective boxes model # 1730-18. Place onconcrete.

Provide and place 9"squaregrates with catch basin at each downspout.

Provide and place 1 - 10o Micronspin filler.

Provide and place1 - RMI sao gallon below ground approximately10" with manholefor accessibility.

Downspoutsto receive2"-4"cobble to a depth of 4" and approximately4' x5'.

Provide and place plc liner at all down spouts.

Provide and place S & D 4" dralr:pipe.

Provide and place 4" Wye linefilter.

Provide and place pump start relay.

Provide and place electlfcai Root switch.

Note:

Provide and place 6" sand baseunder cistern.

System designed for 10 GPM at 40 PSI static.

CONTRACT PRICE

$5,000.00 plus tax (Per cistern). (This price is for a local company to do the install).

Note:

Note:

This priceassumeswe can spread dirt across yard. Thisdoes not include hauling of dirt or dumpfees fromremovals.

Thisprice does not includemake up waterto auto filltank frompotable water system.

page1 of3
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In addition to design/build, Heads Up also offers Grounds Management services in order to more completely serve our clients.
We offer those deslgnlbulld customers an extended warranty of an additional .year beyond our one year construction warranty
when they contract with us for a yearly maintenance contract. Heads Up feels strongly that by maintaining the landscape we
have installed, it insures you the customer long term quality in your landscape.

PAYMENT TERMS

Progress billings on the 25th, net due the following 10th.

TERMS AND CONDITIONS

This quotation is firm for 30 days and change in plans or scope may result in a change in price. prices are subject to change.

TIME AND MATERIAL

$8580 per hour for Equipment and Operator
$33.00 per man-hour for Labor

EXCLUSIDNS

Tax, bond, responsibility for tire marks on asphalt or concrete, responsibility for drainage or damage to unmariced utilities,
grading, other removals. maintenance. and access to area.

GRADES

Grades assumed to be plus or minus .10 feet to subgrade at commencement unless otherwise noted in this proposal.

Additional grading required to bring grades to tolerances noted above wit! be charged as an extra cost at the rate of $85.00 per
hour for equipment and operator and $33.00 per man-hour for labor.

MOBILIZATION

One move-on for irrigation sleeving and one move-on forbalance of work quoted. Additional move-ons with be charged at
$1 ,250.00 each.

GUARANTEES

All work will bedone in a workmanlike manner and premises left broom clean.

Heads Up shall repair or replace any part of the construction work performed by Heads Up, including the irrigation system, in
which a defect in material or workmanship appears within one year from the date of final invoice and which, within such one-
year period. is brought to the attention of Heads Up,

Guarantee is contingent upon proper maintenance by Owner. Heads Up wit! provide recommendedmaintenance procedures.

Under no circumstances will Heads Up be liable for any consequential or incidental damages resulting from any
defect In materials or workmanship or from the performance or non-perfom1ance of the workproposed herein.

Page 2 of 3
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COMPLETION DATE

Estimated time required to complete job Is approximately  3 working days per cistern .

If the Parties are unable to resolve any dispute within fifteen (15) calendar days of the occurrence of the event or circumstances
giving rise to the dispute, the dispute may be submitted to mediation upon the mutual agreement of the Parties. In the event the
Parties do not agree to mediate the dispute or are unable to resolve the dispute through mediation, then the dispute shall be
resolved by binding arbitration. Such arbitration shall be governed by the New Mexico Uniform Arbitration Act, NMSA 1978 §
44~7A-1, et seq, as amended. A Party submitting a dispute to arbitration shalt give the other Party a timely Demand for
Arbitration and such Demand for Arbitration shall describe the nature of the dispute and the amount In controversy. The Parties
shall then }jointly select an Arbitrator and, failing such mutual agreement, the Arbitrator shall be appointed by a District Court
Judge from Bemaiillo County New Mexico. The arbitration shall be held in Albuquerque, New Mexico. Discovery shall be
by agreement of the parties or as ordered by the Arbitrator, provided that the Parties shall comply with the following minimum
discovery requirements: at least twenty (20) calendar days prior to the arbitration, the Parties shall exchange an exhibit list,
copies of all exhibits to be used at the arbitration, a list of witnesses and a summary of the matters as to which each witness is
expected to testify. The Parties shall split all costs and fees of the mediator and Arbitrator. The Parties shall each be
responsible for their own costs, expert fees and attorney fees in any mediation or arbitration, except that the Arbitrator may
award costs and attorney fees to a successful lien claimant in his or her discretion pursuant to NMSA 1978 Section 48-2-14 as
amended. This agreement to arbitrate shall be specifically enforceable under the prevailing arbitration law of the State of New
Mexico.

The costs of any additional overtime wages, week-end work, work out of sequence, or other expenses incurred due to failure of
the Owner/General Contractor to properly schedule Heads Up within above time frame will be reimbursed to HeadsUp by the
Owner!Generai Contractor.

Notice: Neither the Contractor's License Bond or the license issued under 60-13-19 of the Construction Industries Licensing Act
protects the consumer If the contractor defaults on this contract.

SIGNATURE

Submitted by:
Eddie Padilla
Heads Up Landscape Contractors inc.
P.O. Box 10597
Albuquerque, New Mexico 87174-0597
Telephone: 505-898-9615
Fax: 505~898-2105

Date:

Approved By: Date:
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High Desert Rain Catchment, LLC
PO Box 13008
Prescott, Arizona 863»4
(928) 308-5992 Email: hiqhdesertrain@qmail.com

EXHIBIT

4 ,Z
RDMFTTEDAttention; Marvin Glotfeity

ph-
F ax-

(480) 659 _ 7131
(480) 859 -- 7143

Here are some Bali Park numbers for you- The cost on these numbers can range greatly due to
site condéiions a tank size- in the design Rf any system we 'start out this a water budget to size
the system for the home-

High Desert Rain Catchment- Specializes In Rainwater Harvesting & Greywater Systems.
Through the use of these systems it is possible to create a lush oasis landscape in the desert
without the need for suppiemeratal water from municipal or well water sources.

High Desert Rain Gatehment- 0ur Average installed price per Gallon is $225 I gallon of storage
capacity for a simple feed gravity system. This is adequate for most home gardens.

The next step up from a simple gravity feed system would be a Rainwater Harvesting system
inter-tied to the irrigation system- Approximate cost is $2.40 I gallon of storage capacity. This
allows a homeowner to use all the existing irrigation controllers and systems & integrates a
rainwater system in a way the homeowner has tr: do nothing but sat the irrigation controls as
normal,

Every drop eounte so we don'tdlscourage capturing rainwater no matter how small the amount
is. However the average system size for residential irrigation use is about 2,so0. The
approximate payback time on such a system la 7 to 10 years (depending on water cost and
landscape needs). -

2,600 galiorn Gravity Feed System
2,600 gallon Irrigation inter~tie Rain Hawestirlg System

$5,850
$6,240

Calculating Roof water Runoff
(Raff Surface Area) x Rairafail (ft.) x 7.48 gallons'*"x .es = Total net Runoff

two ;-ask v>4a.L stsssvvezs 8S'ET was/va/ee

I
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I ARIZONA DEPARTMENT OF WATER RESOURCES
Office of Assured and Adequate Water Supply
3550 North Central Ave., 2" Floor. Phoenix, Arizona 85012

Telephone 60277 I-B585
Fax602'771-8689

Janet Napolitano
Governor

February l I, 2008 Herbert R. Guenther
\]il"¢(l0(

CDC WickenburgWater, LLC
Jason Rowley, Esq.
1550 E. Missouri Ave. Ste. 300
Phoenix, As 85014

Re: Designation of Adequate Water Supply (DWR No. 40-7004110000) CDC Wickenburg Water, LLC

Dear Mr. Rowley:

I am pleased to inform you that the Department of Water Resources has approved the application for a
Designation of Adequate Water Supply for CDC Wickenburg Water. We have enclosed the formal
Decision and Order. The Decision and Order includes an itemization oF CDC Wickenburg Water's
responsibilities in maintaining the Designation.

CDC Wickenburg Water's status as a designated water provider demonstrates that CDC Wickenburg
Water is taking a long-term perspective in managing water resources. CDC Wickehburg Water's
commitment to long term planning represents a major contribution to the State's water management goal.

If you have any questions regarding these documents, please contact me at (602) 771-8585,

SMcBI

John;/Scfmeeman, Manager
[g¢'6f Assured& Adequate Water Supply

JS/rbo

cc: Mr. Roy Tanney, Arizona Department of Real Estate
Steve Corell, Clear Creek Associates



1 DEPARTMENT OF WATER RESOURCES

2 BEFORE THE DIRECTOR

3
AWS Na. 2007-009

4
DECISION AND ORDER

5

IN THE MATTER OF THE APPLICATION OF
CDC WICKENBURG WATER, LLC
FOR A DESIGNATION AS HAVING AN
ADEQUATE WATER SUPPLY

)
}
I
)
) N o. 40-700417.0000

6

7 L INTRODUCTiON

8 On September 25, 2007, theDepartment of Water Resources (Department)received an

g appiicatiorl from CDC Wickenburg Water, LLC (CDC Water)requesting that the Department designate

10

11

CDC Water as having an adequate water supply pursuant to A.R.S. § 45-108and A.A.C. R12-15-7t4.

After receiving CDCWater's application for a designationof adequate water supply, the

12

'13

Department reviewed relevant information regarding the designation request, including: 1) the hydrologic

information on file with the Department for the proposed sourceofgroundwater supply; and 2) information

14

15

regarding CDC Water's financial capability to construct the necessary delivery system, treatment works

and storage facilities, Based on that information. the Department makes the following Findings of Fact,

16 Conclusions of Law, and Order of Designation and Conditions of Designation:

17 ll. FINDINGS OF FACT

18 A. General

19

20

21

22

CDC Water is a private water company. subject to the jurisdiction of the Arizona Corporation

commission (ACC).

CDC Water provides water service within the territorial boundaries of its certificate of

convenience and necessity (CC&N), as approved by the ACC,

CDC Water currently serves water through its distribution system to its customers.
23

24

25

2.

3.

1.
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1 B. Water Demands

2 CDC Water's current demand as of calendar year 2006 is 278.44 acre-feet per year (current

3 demand).

4 CDC Water's committed demand as of calendar year 2006 is 0.00 acre-feet per year (committed

5 demand).

6 CDC Water's projected demand in 2013. the sixth calendar year from the date of application, is

7 945.54 ac:re~feet (2013 projected demand). The 2013 projected demand does not include the

8 current demand or the committed demand, but does include the annual demand at build-out at

9 plats reasonably projected to be approved and customers reasonably projected to be added

10 through calendar year 2013.

11 CDC Waters annual estimated water demand in 2013, which is the sum of Its current demand,

12 committed demand, and 2013 projected demand, is 1224.00 acre-feet per year.

13 c. Groundwater: Physical, Continuous and Legal Availability

14 CDC Water has the right to withdraw and deliver groundwater to its customers pursuant to A.R.S.

15 §45-453_

16 Historic hydrologic information demonstrates that depth-to-static water levels within the CDC

17 Water service area currently average 425 feet below land surface.

18 10. CDC Water has demonstrated that after withdrawing 1224.00 acre-feet per year of groundwater

19 for 100 years, the depth-to-static water level within CDC Water's service area is not expected to

20 exceed 1200 feet below land surface.

21 11 CDC Water has demonstrated that it has wells of sufficient capacity to satisfy its annual estimated

22 groundwater demand of 1224.00 acre-feet per year for at least 100 years.

23 D. Water Quality

24 12. CDC Water waif be regulated by the Arizona Department of Environmental Quality as a public

water system pursuant to A.R.S. §§ 49_351, et seq.25

g.

8.

7.

6.

4.

5.
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2 13.

3

4

E. Financial Capability

On June 29. 2007, a "Water Facilities Extension Agreement" (Agreement) was executed between

CDC Water and JVT Investors, LLC, an Arizona limited liability company (JVT). The Agreement

states that J'VT shall fund construction of water system improvements inciudirlg: distribution lines

wells. storage tanks, and booster stations to support water service by CDC Waterier the existing
5

6
CC&N. Upon completion of construction, said improvements shalt become the sole property 0.!

CDC Water.
7

14.
8

CDC Water has demonstrated capability for financing the construction of adequate delivery,

storage, production and treatment works through the Agreement
g

CONCLUSIONS OF LAW
10

Ill.

Having reviewed the Findings of Fact, the Department makes the followingConclusions of Law;

11
CDC Water has demonstrated that 1224.00 acre-feet per year of groundwater will be physically

12
available, continuously available and legally available for at least 100 years, which is sufficient to

13
meet its annual estimated water demand in 2013, of 1224.00 acre-feet per year. See A.A.C.

14
R12-15~Y1G. R12-15-717 and R12-15-718.

15
The water supply served by CDC Water viii be of adequate quality pursuant to A.A.C. R12-15-

16
719.

17
CDC Water has satisfied the financial capability criteria prescribed in A.A.C. R12-15-720.

18
CDC Water has satisfied a" the requirements for a designation of an adequate water supply.

19

20
Iv. ORDER OF DESIGNATION AND CONDITIONS OF DESIGNATION

21
Having reviewed the Findings of Fact and Conclusions of Law, the Director hereby issues this

22
Decision and Order designating coo Water as having an adequate water supply, subject to the following

23
conditions:

24
The Director reserves the right under A.A.C. R12-15-715(C) to periodically review and modify the

25
designation for good cause as conditions warrant.

4.

1.

2.

3.

1.

-3_
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1 Pursuant to A,A.C. R12-15-715, the Director may revoke this designation at any time if the=

2 Endings of fact or the conclusions of law upon which the designation is based change or are

3 invalid. or if an adequate water supply no longer exists.

4 The Director'sdetermination that anadequate water supply exists for CDC Water is based on its

5 review of the water supply pledged by CDC Water.

6 CDC Water shall submit an application to modify this decision and order designating CDC Watel

7 as having an adequate water supply to increase the term of the designation when the sum at

8 CDC Water's current demand, committed demand and two-year projected demand exceeds

g 1224.0D acre-feet,or by January 1, 2012, whicheveris earlier.

I
10 Pursuant to A.A.C. R12-15-719, CDC Water shall satisfy any state water quality requirements

11 established for its proposed use after the date of this designation.

12 CDC Water shall annually provide to the Department the following information in the manner

13 prescribed in A.A.C. R12-15-715;
c

'14 The projected demand atbuild~out for customers with which CDC Water has entered

15 into a notice of intent to serve agreement in the calendar year.

15 Anestimate of the demand ofplatted, undeveloped lots located in CDC Water's service

17 area.

18 c. A report regarding CDC Water's compliancewithwaterquality requirements.

19 The depth-to-static water level of all wells fromwhich CDC Water withdrew water during

20 the calendar year.

21 e. The total quantity of waterfrom any source, withdrawn, diverted, or received by CDC

22 Water for its customers' residentialand non-residential use during theprevious calendar
d

23 year.

24
I

25

6.

5.

2.

3.

d.

b.

-4-



1 Any other information requested by the Director to: determine whether CDC Water is

2

3

continuing to meet all the requirements necessary to maintain this designation of

adequate water supply.

4

5 IT IS HEREBY ORDERED THAT CDC WICKENBURG WATER, LLC BE DESIGNATED AS

8 HAVING AN ADEQUATE WATER SUPPLY UNTIL DECEMBER 311 2013.

7 DATED this day of l%vaw»¢ 2008

8

9

10

. /  I
art R. Gu!enthaT

Director  v
Arizona Department of Water Resources

11

to
Decision and Order mailed

H 4/~ r 2008.
13

A copy of the foregoing

by certified mail th'5
day of

to the following:

14

15

16

certified man n<>.70qL_2740 oo»z4?xf.foa3o

Sent by:" ~ f:24~t-44
Rick Obenshain

17

18

CDC Wickenburg Water, LLC
Clo Jason c. Rowley, Esq.
1550 E. Missouri, Suite 300
Phoenix, AZ 85014

19 First class mail copies to:

20

21

22

Mr. Roy Tanney
Director of Real Estate Subdivisions
Arizona Department of Real Estate
2910 N. 44th Street
Phoenix, Arizona B501 B

23

24

25

Steven W. Corell
Clear Creek Associates
6155 E. Indian School Rd.
Suite 200
Scottsdale, Arizona

f.

85251
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4222 E Camelback Rower!
Suite H I 0 0

Phoenix A Z  850 / 8
Phone 602, 386, 1325
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MY Memorandum

Bill Brownlee

From: Tom Worley

Date' May 13, 2009

Summary of Teleconference with Isaac Pine Regarding Rain Catchments

On Monday, May ll I had a telephone conversation with Ike Pico, SucCor's SantaFe, N M
General Manager, regarding the installation, operation and maintenance ofresidential rain
catchments.

In regards to the installation of rain catchment systems, the costs are extremely high, averaging
approximately $6000 per unit. That cost includes the cistern, submersible pump and electronics
to operate the system. Amortizing that cost in a 30-year loan at 5.5% interest would cost the
homeowner $31,124.33. Not included 'm the $6000 per unit cost are the drainage modifications
to the house itself There are two methods to collect the storm water runoff from the roofs The
first method is to tilt the roof in one direction so the water ponds in a central location, then drains
into down spouts connected to the oistem. Structural modifications to the roof are required due to
the additional load imposed by the pending water because the water must be held on the roof to
allow it time to drain into the cistern instead of running off' the roof immediately. The second
method is to connect every down spout from the roof to an underground piping system that runs
to the cistern. Piping the down spouts from the front of the house to the rear where the cistern is
located can create grading problems or excessively deep pipes. The deep pipes are the result of
having to insure there is adequate fall from the front of the house to the rear to drain the pipes so
water does not stagnate in the pipes.

Operationally, the rain catchment systems are extremely inefficient, In dry climates like
Wickenburg, they are only full when it is raining, which is not a regular occurrence. As a result,
after the first watering, the cistern is empty until the next rain storm, therefore a supplemental
irrigation system is required to water lawns and plant material between rain storms. Also, rain
catchments are not large enough to store huge volumes of water. Residential cisterns are sized to
hold between 500 to 2500 gallons. Typically, they will hold enough water for one irrigation
cycle. As a result, during monsoon season when there are more frequent storms and the irrigation
system is shut off, home owners will not capture die excess rain water. It will simply run to its
natural discharge point. In lice's experience, most residents will use a hose to fill their cistern
between stones so their yard is irrigated. More water conservation is achieved by installing an

\

Re :

To:



UL
4222 E Camelback Road

Suite H100
Phoenix AZ 85018

Phone 602_386.1325
Far 866.849. /245m3companies

im'gation system with moisture xnenitoring capabilities that automatically turns off the irrigation
system during rain events then by attempting to capture water with a catchment system_

There are maintenance problems associated with rain catchment systems also. First, the
submersible pmnps are made to operate in a wet environment. Given the infrequency of rain
storms, the pump seals typically dry out and must be replaced on a regular basis. If the pump is
operated with cracked, dried out seals, they will fail and must be replaced. Also from SucCor's
experience, when roof systems are modified to hold water as outlined in the first paragraph, they
inevitably leak. Leaking roofs in turn cause mold and the mold will lead to lawsuits.

Based on the issues outlined above, SunCor has discontinued the installation of rain catchment
systems.

a

"vJ

.
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05/15/2009 MON 11:52 PAY my COMPANIES

A

P812 RECOMMENDATION: On December 7, 2005, the Planning and Zoning Commission
recommended approval of the Zoning Map Change, HA# H5214, with the following
stipulations:

Applicant: AR Wickenburg LLC
Agent: Bill Brownlee
Project: Wickenburg Ranch Estates Master Planned Community
Request: Consideration of a zoning map change for approximately 2,160 acres from:
RE L-2A [690 acres] (Residential, Single Family Limited; 2 acre minimum parcel) and R1L-5A
[1 ,276 acres] (Residential, Single Family Limited, 5 acre minimum parcel) and R1L-175 1110
acres] (Residential, Single Family Limited, 175,000 sq, ft. minimum parcel) and R2-2 {45
acres] (Residential, Multi-Family, 2 acre minimum parcel) and C2-2 [39 acres] (Commercial
General Sales and Services) zoning districts to ... PAD (Planned Area Development) in order
to allow: 2,324 residences, (1,200 of those will be multi-family residences), an '18 hole golf
course with a golf clubhouse, a community center with a community store, fitness center a
restaurant, an equestrian facility allowing horse boarding for up to 200 horses and public
equestrian events, a dude ranch with a 180 unit resort hotel, a public facilities site and an
Rv/farge vehicle storage site for up to 200 vehicles. Located on the north east corner of the
SR89/93 intersection, approximately 4 miles northwest of the Town of Wickenburg.
SO, 8, '17 a 18 T8N R5W G&SRB&M

Zoning Map Change APN: 201-02-100B,149E & 156; 201-07-002 & 003C and 201-05-
D01H; HA# H5214

RE: Zoning Map Change APN: 201-02_100B,1498 8. 156; 201-07-002 81 003C and 201-
06-001H, HA# H5214

MY Companies
Gerald Robbins
4350 E Camelback, E260
Phoenix, AZ 85018

I am writing this letter to inform you of the outcome of the Board of Supervisors meeting
regarding the following hearing application.

BOARD HEAR:NG AGENDA ITEM

`

10 s, 6"' Street; Coltonwocbd, As. 86326

prnne~.§242a}7r13214 Fa>c(Q28] W16432 phme;(Q28)aaQ8151 . pa><19@le398153
Addressing -. Building Safety- Customer Service & Pemwitling ... Environmental - Flood Control - Land Use - plannlng8.Design Review

1. Development to be in accordance with the applfcanfs 19 page Leifer of Intent and
attached exhibits dated November 10, 2005, unless stipufafed to the contrary. The
PAD zoning she!! be vested upon commencement of deueiopment of the Hrs! phase
of the project.

500 s. Marina Street, Prescott, As. 86303

YAVAPAI COUNTY
DEVELOPMENT SERVICES DEPARTMENT

January 3, 2008

46
M1002/004

P
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Yavapai County - Development Services Department

2. Overall housing density for the project shaft not to exceed 2,324 dwelling units with
the flexibility to transfer units between parcels, as described in the epplicanr"s Letter
or' Intent. A maximum of 1,200 muff_-famHy units she!! be allowed.

3. The aggregate total of the acreage contained within all Tina/ plats shall compoSe of a
minimum of 25% open space at all times, however, each individual #pal plat may not
contain 25% open space.

4. Waiver of Road Standards shall be as referenced in applicants Letter of Intent. Prior
to or concurrent with recordation of the final plat for the hist phase of the
development Developer shall dedicate a public frail for hiking, equestrian and other
non-rnolorized travel lhrougn or ac8acent to the A/laitinez Wash

5. Waiver of County l-iillside Development Standards for the project, shall be approved,
subject to tnariciai assurances being posted for re-vegetating hill side slopes
disturbed by the developer. Hillside slopes disturbed by the developer or individual
lot owners shall be re-vegetated within 90 days of completion of construction of the
phase within which the graded slopes are located,

6. Regarding the proposed Public Facilities Site, the developer shall provide in the HOA
covenants, conditions and restrictions, the obligation on the part oz' the HOA to
dedicate a maximum of seven (7) gross acres of land (Parcel V) to Yavapai County,
with deed restrictions restricting the parcel for the public uses mentioned in the
applicants Letter of intent as par! of the first phase of development. The public
facilities site and development thereon shell be subject to the Wickenburg Ranch
Estates CC&Rs and Architectural Design Guidelines.

7. Development shall be in accordance with the applicants Water Balance Report
Summary, not to exceed 68 acres of irrigated tun', 49 acres of drip irrigation, 8 acres
of lakes and not to exceed 450 ac. ft. of water used per year for fund drip and lakes.
Developer shall have the right to supplement the irrigation needs for the golf course
until such time as the effluent generation of the project meets the irrigation demand-

8. Developer shall submit an annual ground water/reuse water consumption report for
staff review. If and when the development generates excess effluent, above and
beyond 450 ac. it per year; a plan for dealing with the excess effluent needs to be
submitted for Board approval.

9. The golf course shalt have at-grade crossings for golf carts across the internal road
network. Such crossings shall provide for site visibility of no less than 200 feet in
each direction.

10. In the event that of! or a portion of the Equestrian Center (Parcel D) is developed for
residential uses, the units wit/ be single family attached homes et a maximum density
of 6 dwelling units/acre and the total number of dwelling units within the property,
including the development of Parcel D, shell not exceed the approved density of
2,324.

17 _ The De eloper shalt work with the School District to either 1) contribute to the school
district money in an amount to fund WRE proportionate share (600/the number of
students planned in the new school) to the acquisition of a 10 to 15-acre K-8 school
site at a nearby location or 2) locate a school site on the Wickenburg Ranch property,
subject to the approval of the Wickenburg School oisrricr and gift the site to the
School District. in the event that the school site is located on the Wickenburg Ranch
property, the developer shall submit an amendment to the Master Site Plan for
County approval.

LL

rid
11 4

I
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Yavapai county - Development Services Department

5 T-he vote was 7 to 2 with Chainman Gamer and Commissioners Kerk ran, Bitter, Barnert,
Stewart, Jackson and Province voting in favor of the motion and Commissioners McClelland
and Lindner voting in opposition to the motion due to their concerns regarding water and
density.

BOS ACTiON~t On January 3, 2006 the Board of Supervisors voted to approve the Zoning
Map Change, HA# H5214, as recommended by the Planning and Zoning Commission.
The vote was 2 to 1 with Supervisors Thurman and Springer voting in favor of the motion to
approve and Supervisor Davis voting in opposition to the motion.

l would encourage you to call Kathleen Houchin at 928-771-3214 to set up a Pre Code
Review meeting when you are ready to begin any construction aspect of your project.

The purpose of this meeting is to allow you the opportunity to meet with the technical
agencies to finalize your construction plans and expedite the issuance of your Building
Permit.

Please do not hesitate to call me at 928-442-5391, if you have any questions regarding this
information.

Sincerely,

44444
Elise Link
Planning Division Manager
Development Services Department

cc: AR Ventures, LLC
MY Companies l
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1 Steve Were, No. 019630
MOYES SELLERS & ams LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141 ,
Attorneys for Wickenburg Ranch Water() MIME
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6

BEFORE THE ARIZONA CORPORATION co1v1m1ss10n
7

8

9

10

11

12

13

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

14
Docket No. W-03994A-07-0657

15
IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER,LLC, AN ARIZONA .
LI1\/IITEDLIABILITY COMPANY, FOR A
RATE ADJUSTMENT

NOTICE OF FILING OF DIRECT
TESTIMDNY AND POTENTIAL
EXHIBITS TO BE USED ON
REHEARING

•

• Peter Chan (Attachment 2),

William I. Brownlee (Attachment 3);

1 Wendell Pickett (Attachment 4);and

16

17

la

19
20 Wickenburg Ranch Water, LLC ("Company"), hereby gives notice that it is filing

21 the direct testimony of the following witnesses :

22 Marvin Glotfelty (Attachmentl};

23

24

25

26

27

28

• Joey Platts (Attachment 5).



1 The direct testimony of each of these witnesses is being submitted with this notice.

2

3

4 The Company reserves the rights to rely on any testimony or evidence offered

5 during the original proceedings in this matter, copies of which are on file. Additional

5
evidence that the Company may rely upon on rehearing are included as exhibits to

7

8 witness testimony included herein.

9 DATED May 6, 2009.

10
MOYES SELLERS & Snvls, LTD.

11 I

12

13 Steve Were
Attorneys for Wickenburg Ranch Water

14

15

16

17

Original and thirteen copies
filed May 6, 2009 with:

18

19

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

20

21

22

23

24

25

26

27

28
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2

3

4

Steve Were, No. 019630
MOYES SELLERS & SIMS LTD.
1850 n. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602)604-214 I
Attorneys for Wickenburg Ranch Water, LLC

5

6

7

8

BEFORE THE ARIZONA CORPORATION COMNHSSION

9

10

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB 3TI]]»i[p

11

12

Docket No. W-03994A-07-0657

13

14

15

16

17

18

IN THE MATTER OF THE
APPLICATION OF WICKEN8IJRG
RANCH WATER, LLC, AN ARIZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

DIRECT TESTIMONY OF
MARVIN GLOTFELTY

19

20

21 Q-1 Please state your name and current employment position:

22
A-1 Marvin Glotfelty, Principal Hydrogeologist with Clear Creek Associates in

23

Scottsdale, Arizona.
24

25 Q~2

A-2 received a BS degree and MS degree in geology from Norther Arizona

Describe your educational and professional background:

26

27
University. I am a registered Professional Geologist ill both Arizona and

L

28

I



1 California, and also a Licensed Well Driller in Arizona. I have been practicing

2

3
hydmgeological consulting in Arizona for about the past 25 years.

4 Q-3 What is the purpose of your testimony?

5

5

A-3 The purpose of my testimony is to explain the following: (1) discuss certain

provisions of the Arizona Department of Water Resources' adequate water supply
7

8
program and how itrelates to the Wickenburg Ranch; (2) explain that there is

sufficient water to meet water demands of Wickenburg Ranch; (3) identify the

historic and current rainfall patterns at Wickenburg Ranch, (4) explain the impact

rainwater catchments will have on downstreamwater uses, and (5) discuss the

applicability and reasons for Arizona Department of Water Resources' Best

Management Practices .

Q-4 Describe your experience with the Wickenburg Ranch project.

A-4 Clear Creek Associates has performedthe following tasks: Evaluated the aquifer

by conducting pumping tests at on-site wells, prepared Analysis of Adequate

g

10

1 1

12

13

14

15

16

17

1 8

1 9

20
Water Supply Application, and prepared the Designation of Adequate Water

21 Supply application.

Q~5 Is there sufficient groundwater available to meet all of the Wickenburg22

23

24
Ranch Water Company's demand?

25 A-S Yes.

26 Q-6 . Explain what it means when a water company is a designated water provider.

27

28
A-6 Being a designated water provider means that ADWR has determined that the

Wickenburg Ranch Water Company ("Water Company") has demonstrated that

2



1 groundwater of adequate quantity and quality is physically, legally, and

2

3
continuously available to meet projected water demands for 100 years. Water

quality will be regulated by ADEQ as a public water system and the water4

5

6

company has also demonstrated the financial capability for the construction of

adequate delivery, storage, production, and treatment.
7

8 Q-7 What is the average amount of rainfall in the Wickenburg Ranch area?

9

10

A-7 The average amount of rainfall is 11.07 inches per year. Due to this limited

amount of rainfall on each lot, installing rainwater catchment systems is not cost
11

12
effective for individual homeowners.

13

14

Q-8 How much rainfall do you estimate that all of the rainwater catchments

would capture during an average year?
15

16
A-8 Assuming 6,519,255 square feet of rooftops and that the catchments collected just

stormwater off rooftops, at full build-out, the catchments would capture 138 acre~

feet per year. This estimate may change if the assumptions about the project

development, catchment area, and capacity of the catchment systems are not

17

18

19

20

21 realized, but it is a reasonable estimate based upon current information.

22 Q-9 What would be the impact if this rainwater is captured and retained on the

23
project?

24

25 A-9 The critical impact would be downstream. If left alone, most of the rainfall would

run off the Wickenburg Ranch lots, flow across open spaces and be channeled into25

27

28
downstream riparian washes where it would be consumed by vegetation, wildlife,

or pond in the wetlands downstream of the Town of Wickenburg. If you take this

3



1

2

water out of the system, the riparian habitat and wildlife that depends on the water

will suffer adversely. This adverse impact would be most pronounced during
3

4 drought conditions, when the riparian plant and animal life and wetlands need this

stormwater the most. Similarly, downstream water right holders would be5

6

7
adversely impactedunder the prior appropriation system.

8

9

Q-10 Under the current applicable rules, are the best management practices

applicable to the Wickenburg Ranch development?

10

11

A-10 No. The best managementpractices by mle are limited geographically to inside

12

13

Active Management Areas, and Wickenburg Ranch is located outside the Active

Management Areas. See Exhibit A (incorporated herein and may be used as

evidence).
14

15

16
Q-11 Based on your experience, do you believe rainwater catchments, xeriscaping

and best management practices are necessary for the water company to provide safe

and reliable potable water service?

A-1l No. The Water Company has established that there is sufficient groundwater

available to meet the potable water demands at WickenburgRanch.

17

18

19

29

21

22

23

Q-12 Does that conclude your testimony?

A-12 Yes .
24

25

26

27

28

4
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APNZONA DEPARTMENT oF WATEF\ REsouFacEs

Modified Non-Per Capita Conservation Program (Modified NPCCP)

Frequently Asked' Questions (FAQs)

What is the Modzyied NPCCP ?
The Modified NPCCP is a new regulatory program added to the Third Management Plan (TMP)
for Arizona's Active Management Areas (AMAs}. It is a performancebased program that
requires participating providers to implement water conservation measures that result in water
use efficiency in their services areas. Providers must implement a Public Education Program
and one or more additional Best Management Practices (BMps) based on their total number of
residential and non-residential water service connections.
• Up to 5000 connections - 1BMP
• 5001 .- 30,000 connections - 5 BMPs
• 30,001 or more connections - 10 BMPs

Who Participates in the Modified NPCCP?
Required: All large municipal providers (cities, towns and private water companies sewing
more than 250 acre-feet per year) that do not have a Designation of Assured Water Supply
(DAWS) and that are not regulated as a large untreated water provider or an institutional
provider are required to participate.

Optional:Participation is optional for large providers that have a DAWS. During the TMP, these
providers have the following options:

1. If currently in GPCD Program, they may continue in that program or switch to the
modified NPCCP or Alternative Conservation Program (ACP).

2. If currently in the NPCCP, they may continue in that program or switch to the Modified
NPCCP, GPCD, or the ACP.

3. If currently in the ACP they must remain in that program until the Fourth Management
Plan.

After the adoption of the Fourth Management Plan, large providers with a DAWS will have only
two options: the GPCD program or the Modified NPCCP.

Whratr is Required to Participate in the Modified NPCCP?
¢ A Provider Profile must be submitted.
» The required Publc Educaton Program must be implemented.

The appropriate number of BMPS (based on number of connections) must be
implemented.
All connections (100%) must be metered.

• Providers must submit a Conservation Efforts Report along with their Annual Water
Withdrawal and Use Report.

» Records must be retained records for five years.

What is the Provider Profile ?
The Profile assists providers in an assessment of their water service areas for the purpose of
choosing relevant BlVlPs with a high potential for improving water use efficiencies. It must be
submitted to enter the program and will be reviewed by the department to see if the
requirements have been met. The following information is requested on the Profile;

» Service area characteristics and water use patterns.
» The Public Education Program that will be implemented.
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» The additional BMPs that will be implemented.
» A justification of how each BMP is relevant to the provider's service area characteristics

and/or water use patterns.
Whether the metering requirements are met.

• Conservation measures currently being implemented.
• The providers' current rate structure

Note: If a provider's total number of service connections increases to a higher tier level after the
Profile has been approved, the provider must submit a new Profile within 60 days after the
provider becomes aware of the increase. Otherwise, Profiles are to be submitted every three
years.

What is the Timeline for Submitting Provider Profiles and Conservation Efforts
Reports ?
For Providers that are Required to Partlclpate in the Modified NPCCP:
Provider Profiles must be submitted by July 1, 2009 and the program must be in place by
January 1, 2010 or the date the Profile is approved, whichever is later. A new large provider
without a DAWS that is noticed by the Department must submita Profile within six months of the
notice date, and must begin complying on the date the Profile is approved.

The Department will make a deterrriination on the Profile within 90 days of submittal. If
disapproved, a provider must correct and submit the revised Profile within 90 days after
receiving the notice, or if the provider appealed the Department's decision, within 90 days after
the decision is final. If the revised Profile is late or the revision is not approved, the provider is
out of compliance until it submits a Profile that is approved. If the Department does not contact a
provider within 90 days after the submittal date, the Profile will automatically be approved.

For Providers with a DAWS that Choose to Participate In the mndiried NPCCP:
If a provider with a DAWS submits a Provider Profile, the provider will remain in its current
program until the Profile is approved. The approval process is the same as that described in the
preceding section, except that if a Profile is not approved, the provider may either submit a
revised Profile or stay in its existing conservation program.

What is the Required Public Education Program?
The provider must complete the following requirements:
» Communicate to its customers a minimum of twice per year the importance of water

conservation, the types of water conservation information they have available and how the
information can be obtained.

» Provide customers with free written water conservation information upon request. The
information must be available in the provider's office.

What are the Best Management Practices (BMPs)?
The BMPs are conservation measures that were identified during the stakeholder process and
are included in the Second Modification to the Third Management plan, 2008. There are 53
BMPs in the following seven categories:

1. Public Awareness/Public Relations
2. Conservation Education and Training
3. Outreach Services
4. Physical System Evaluation and improvement

2
Modified Non-Per Capita Conservation Program FAQs (1 .12.E}9]
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5. Ordinances/Conditions of Service/Tariffs
6. Rebates/Incentives
7. Research/Innovation Program .

A complete listing of the BMPs can be found in either of the following documents:
c Modified NPCCP Guidance Document attachment: "Required Public Education Program

and BMPs in the Modified NPCCP".
Appendix of the May 2008 Modifications to Chapter 5, Municipal Conservation Program,
Third Management Plan.

The Guidance Document will be posted on the Department website when available. For the
Modifications, go to: .awater.oov, select "Laws, Rules, Subst. Policy" from the left menu,
and select "Modification Language" from the AMA of choice, or go to:
htto:.»'.»'wv~/vv.azwater.qov/dwr/Content/Find by Category/Laws and Rules/default.htm

How are the Best Management Practices (BMPs) Selected and Approved?
Providers must select their BMPs from the Modified NPCCP list. The BMPs selected must be
reasonably relevant to their individual service area characteristics or water use patterns. The
expectation is that BMPs should lead to increased water use efficiency. The basis for selection
may vary from one provider to another. For a BMP to be relevant to a service area, one or more
of the following indicators should apply:

v The BMP is applicable to the majority or a large portion of customers.
• The BMP is directed toward a provider's highest water users or water use categories.

Customers in the service area are able to take advantage of the BMP,
| The BMP is implemented to improve a provider's existing water conservation effort.
• The BMP is implemented to reduce or eliminate excessive water use or water waste.

Credit for a BMP will be given if it:
• is included on the Modified NPGCP list.
• Is relevant to its service area andlor water use patterns.
• Has led to or may lead to improved water use efficiencies in the provider's service area.
| Provides staff time and/or funds for its implementation.

Can BMPs be Substituted or Changed?
A BMP can be discontinued and a new one substituted any time during the year, however, the
following conditions apply:

» The substitute BMP must be on the Modified NPCCP BMP list.
» The provider must determine that the substitute BMP is reasonably relevant to its

existing service area characteristics or water use patterns as identified in its Profile.
» The provider must explain the reason for the substitution in its next Conservation Efforts

Report.
A provider may apply to the Director to add a new or different BMP to the list. If approved, the
list of BMPs will be modified and posted on the Departments web site and be on file at each
AMA office.

What is the Conservation Efforts Report?
The Conservation Efforts Report is used to determine compliance with the Program and serves
as a tool for the provider to review and plan for improvements. it includes the following
components:

3
Modified Non-Per Capita Conservation Program FAQs (1 .12.09)
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v A description of the Public Education Program and BMPs implemented during the
previous calendar year.

The results of the activities implemented.

An assessment of the efforts made.

Plans for the current year's conservation efforts.

• A copy of the provider's current rate structure, unless no changes have been made to
the rate structure since it was last submitted to the Department.

The Conservation Efforts Report is submitted along with the provider's Annual Water
Withdrawal and Use Report on or before March 31 and covers the activities for the previous
calendar year. TheDepartment will approve or disapprove a Conservation Efforts Report within
90 days after the deadline of March 31 or the receipt of the Annual Water Withdrawal and Use
Report.

How will the Program be Evaluated?
The Department is committed to ongoing program improvement by assessing the success of
specific BMPs and the overall effectiveness of the program. The Municipal BMP Advisory
Committee will assist in program evaluation activities, and/or be assisted by an independent
evaluator. GPCD will be tracked for each large provider and for each AMA. GPCD values will
not be used as a compliance point. However, water use trends may be used to evaluate the
effectiveness of some BMPs and wit! be used to evaluate the overall effectiveness of the
Modified NPCCP.

Where Can I Get Assistance ?
Department staff is available to help providers with their planning activities. reports, and BMP
substitutions and to provide resources. Staff has prepared a Guidance Document that includes
program requirements, instructions and suggestions for completing the documentation, BMP
Eists, and the forms which will be available on the Department's website. The Gorisewation
Efforts Reports may be posted on the Departments website as a resource for providers and
The DepartmentS "Summary of Water Conservation Programs in AMA" will be updated on a
regular basis based on information contained in the Conservation Efforts Reports.

Active Management Area Contacts
Phoenix AMA Prescott AMA Tucson AMA
Ruth Greenhouse (602) 771-8608
rureenhou.$e@azwater.qov
Sandra House,(602) 771 -8613
slhouse@azwater.gov
3550 North CentralAvenue
Phoenix, As 85012

Gordon Wahl (928) 442-1503
qcwahl@azwat€f.Qgv
2200 East Hillsdale Road
Prescott, AZ 86301-4941

Mary Bauer (520) 770-3800
mcgauer@azwater.qov
400 WestCongress, Ste518
Tucson, AZ 85701-1374

Plnal AMA
Patty Smith (520) 836-4857
Dasmithf&>azwater.qov
1729 NorthTrekeIIRoad, Suite 105
Casa Grande, AZ 85222~1743

Santa Cruz AMA
Nick Kilb(520) 770-3802
ndkilb@azwater.qov
857 West Bet! Road, Ste 3
Nogales, AZ 85621-4545

4
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Required Public Education Program and BMPs
in the Modified NPCCP

Adapted § 'om

May 2008 Modi f i cat ions to Chapter 5
Munic ipa l  Conservat ion Program Thi rd  Management  P lan

Append ix  5  -N .  Water  Conservat i on Measures

I. Public Education Program

A large munic ipal  provider regulated under the Modi f ied Non-Per Capi ta Conservat ion
Program (Modi f ied NPCCP) shal l  implement  a publ i c  educat ion program that  inc ludes
the fo l lowing components :

•

Com mu nicate at  least  tw ice a year: At  least  twice a year,  the provider shal l
communicate to customers the importance of  water conservat ion and inform them of `
the water conservat ion informat ion avai lable f rom the provider and how toobtain the
informat ion.  Communicat ion chal rmels shal l  inc lude one or more of  the fo l lowing:
water bi l l  inserts,  messages on water bi l ls,  provider web page, post  cards,  newslet ters
or pr in t  p ieces.  Providers who do not  have websi te or conservat ion in format ion on
thei r websi te are encouraged to develop websi tes wi th conservat ion informat ion.

P r o v i d e  f r e e  w r i t t e n  i n f o r m a t i o n ' The provider shal l  provide customers wi th f ree
wri t ten informat ion on water conservat ion ( i .e. ,  pamphlets,  brochures).  The
informat ion shal l  be avai lable in the provider's of f ice and the provider shal l  send
informat ion to customers on request .  The provider is encouraged to dist r ibute water
conservat ion informat ion at  other locat ions as wel l .

II. Additional Best Management Practices (BMPs)

Large munic ipal  providers regulated under the Modi f ied NPCCP must  select  f rom the
fo l l ow ing l i s t  o f  add i t i ona l  BMPs to  comply  w i th  t he program.  The D i rec tor  may modi f y
the l i s t  to include addi t ional B M P s pursuant to the procedure set forth at  the end of  this
appendix.  A copy of  the most  recent  the l ist  of  addi t ional !  BMPs shal l  be posted on the
department 's web si te and shal l  be on f i le in the Act ive Management  Area of f ices.

CATEGORY 1: PUBLIC AWARENESS/PUBLIC RELATIONS

Programs in this category are designed to provide water users informat ion on the need for
and importance of  water conservat ion,  as wel l  as informat ion on the conservat ion
services avai lable to them.  The fo l lowing programs qual i f y  in th is category:

( I .  I )  Loca l  and / b r  R eg i ona l  M essag i ng  P rog ram

The water provider act ively part ic ipates in a water conservat ion campaign wi th local  or
regional  advert is ing.  The campaign must  promote ways for c i t i zens to save water.
Methods to promote a campaign may include media such as television and radio
commercials,  web si tes,  and ut i l izat ion of  promot ional  materials such as brochures
(Spanish and Engl ish),  vehicle signs (busses,  garbage t rucks,  etc. ),  bookmarks,  magnets,
etc.
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(1.2) Special Events/Programs and Community Presentations

At educational or promotional events, water conservation information is displayed and
made available and/or presentations are given. Events may include home and garden
shows, aN shows, community celebrations, environmental shows, etc. To receive iilll
credit for this measure, a provider must attend and staff at least three events per year.

(1.3) Market Surveys to Idenryjz Information Needs/Assess Success ofMes.rages

The water provider surveys customers to gather data regarding information needs,
program preferences and/or response to conservation messages. Prior to designing a
survey, the provider must ser objectives for the survey and identify systematic methods
for data collection, analysis, and communication of results. Survey results will be used to
improve current water conservation activities and/or to plan future activities. This
measure will be effective for only one year. In subsequent years, the provider must
replace this measure with another BMP from categories I through 7 of this section. The
new BMP must be appropriate for the provider's service area as reflected in the
.provider's approved Provider Profile.

CATEGURV 2~ Consln<vAT1onEDUCATIONAND TRAMING

Programs in this category are designed to assist users to better understand how to
conserve water by providing written information and/or training in water conservation
tools and techniques. The following programs qualify under this category:

(2.1) Adult Education and Training Programs

The water provider implements an adult education and/or training program. The program
must include a combination of efforts to provide adults within the provider's service area
with hands-on training. This may include, but is not limited to, regularly scheduled
workshops for homeowners, a speaker's bureau, and/or training programs for landscape
professionals. Programs can be targeted toward homeowners, landscape professionals,
and/or non-residential users. A provider that implements multiple adult programs/efforts
may be eligible to receive credit for more thanone BMP if the programs/efforts can be
shown to be separate and distinct from one another (i.e., a provider that maintains an
active speakers bureau and offers a workshop series is eligible to receive credit for two
BMPs).

(2.2) Youth Conservation Education Program

The water provider works with schools in its service area to increase students'
understanding of water resources and to promote water conservation. The program may
include, but is not limited to, a combination of providing instructional assistance,
educationmaterials, teacher education, classroom presentations, and field trips to water
related facilities. A provider that implements multiple youth programs may be eligible to
receive credit for more than oneBMP if the programs can be shown to be separate and
distinct from one another (i.e., a provider that offers free water conservation school
assemblies with accompanying printed materials for elementary school students and also
distributes a middle school student activity book and teacher guide is eligible to receive
credit for two BIvIPs).

(2_3) New Homeowner Landscape Information

Required PublicEducation Program and aMps inthe Modifled NPCCP
12.'oa Draft

2



The water provider makes low water use landscape information packets available to all
new owners of newly eonstmctW homes, either through direct distribution (mail or
delivery) or through delivery by the home builder. The provider also notifies new owners
of existing homes (resale) that information on low water use landscaping is available and
must provide such information on request. The number of notifications sent and packets
mailed must be recorded and noted in the provider's conservation efforts report.

(2.4) Xeriscape Demnnsvrafion Garden

The water provider installs and maintains a water efficient demonstration garden The
garden must be available to the public and include interpretive Signageand/'or literature
about low water use plants and./or water efficient landscape: techniques.

(2.5) Distribution Planfor Water Conservation Materials

The water provider develops, maintains and utilizes a written distribution plan for
marketing water conservation materials and programs. The plan must include the
marketing channels that are available to promote water conservation programs and how
those channels will 'be used. Communication modes used to promote water conservation
programs may include water bill inserts, city cable, on-hold messages, e-mail messages,
public events, water conservation workshops, water conservation web sites, and local
publications. Distribution outlets for water conservation materials must be noted and
may consist of partnerships with libraries, businesses (Le., landscape architects, nurseries,
realtors) or other related organizations (i.e., master gardeners). The plan must contain:
(1) goals and objectives for distribution of materials over a two-year period, beginning
the year following plan development; (2) a timetable for distribution; and (3) a
mechanism for tracking distribution of materials. This measure will be effective for only
one year. In subsequent years, the provider must replace this measure with another BMP
from categories 1 through 7- The new BMP must be appropriate for the provider's service
area as reflected in the provider's approved Provider Profile

CATEGONV 3: OUTREACH SImvxcns

Programs 'm this category are designed to provide users with consultations, audits and/or
retrofit information designed to improve water use efficiency. The following programs
qualify in this category:

(3.1) Residential Audit Program

The water provider implements an audit program for residential customers. The audit can
be self-audit (provider offers self-audit kits) or be conducted by the provider or its
designated representative. Audits may include indoor and/or outdoor components, but
must include a meter check. An audit may include, but would not be limited to, irrigation
system, pool, water feature, toilets, faucets, and shower checks. The audit program must
be offered to all homes within a provider's service Ema.

(3.2) Landscape Consultations (Residential and/or Non-residential)

The water provider or a designated representative offers landscape consultation services
to residential and non-residential customers. The provider implementing this measure
must focus on those portions of its service area with the greatest potential for savings.
Services would include evaluation of irrigation system, ecnuoller programming/irrigation

Required Public Education Program and Bi-APS in the Modeled NPCCP
12/D8 Drawl
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scheduling and plant selection/turf conversion possibilities. A meter check also could be
included. The individual providing the consultation must provide either on~site written
suggestions or on-site verbal suggestions with written follow-up. Other related programs
(i.e., rebates for mrfrernoval/nonvcrting to xeriscape) could be offered during the
consultation.

(3.3) Water Budgeting Program

The provider offers assistance to One or more non-residential water user groups (such as
homeowner associations, industry, commercial properties, government facilities or parks)
in developing monthly ardor annual water use target amounts for outdoor and/or indoor
water use that reflect highly water efficient water use/application rates. These rates
should meet or exceed water use efficiencies required for similar uses in the
Department's Third Management Plan. If they are not addressed in the Plan, water use
rates should be commensurate with state of the art water efficiency standards found
elsewhere in the body of water conservation literature,

(3.4) Residential Interior Retrofit Programs

The water provider provides free or low cost plumbing fixtures and/or fixture retrofits,
such as faucets, faucet aerators, low flow showerheads, toilets and toilet dams, to
residential customers living fn homes built prior to the adoption of the 1990 Uniform
Plumbing Code requiring low flow plumbing tixnures. The provider must offer the
fixtures/fixture retrofits to all residential customers meeting the above criteria unless the
provider can demonstrate that targeting certain portions of its water service area is likely
to yield the highest participation and/or potential water savings. The provider must select
appropriate communication channels to advertise the program.

(3.5) Non-residential Interior Retrofit Programs

The water provider provides tree or low cost plumbing fixtures and/or fixtiue retrofits,
such as faucets, faucet aerators, low flow showerheacls, toilets, urinals, and toilet dams, to
non-residential customers with facilities built prior to the adoption of the 1990 Uniform
Plumbing Code requiring low flow plumbing fixtures. The provider must offer die
fixtures/fixture retrofits to all non-residential customers meeting the above criteria unless
the provider can demonstrate that targeting certain portions of its water service area is
likely to yield the highest participation and/or potential water savings. The provider must
select appropriate communication channels to advertise the program.

(3.6) Customer High Water-Use Inquiry Resolution

The water provider assigns a designee(s] to assist citizens with their high water-use
complaints. Theprogram 'includes a site inspection to discover the cause of an increase
in the water bill. To receive credit fur this measure, the provider must follow up in some
way on every customer inquiry and keep a record of inquiries and follow-up activities.

(3. 7) Customer High Water Use Notification

The water provider monitors customers for high water use. To receive credit for this
measure, the provider must contact the high water use customers via telephone, by email,
by mail or in person. The notification must 'include information on provider services that
could benefit die customer, such as audit programs, publications, and rebate programs.

Required Public Education Program and BMPs in me Madlin NPCCP
12105 Draft
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The type of notitication and the criteria used for determining which customers are
notified must be recorded.

(3.8) Water Waste In vestigatinns and Infonnasinn

The water provider assigns a dcsignee(s) to assist citizens with water waste complaints.
A complaint invcstigaticn would typically include a site inspection andsome typeof
follow-up action, such as education of the customer to prcvenf water waste or a letter of
enfcrccmcnt if applicable. To receive credit for this measure, the provider must follow
up in some way on every water waste complaint and keep a record of complaints and
followalp activities.

CATEGGRY 4: PHYSICAL SYSTEMEVALUATIONAND IMPROVEMENT

These programs ensure that the water system is running at optimal efficiency
(maintenance) or to improve water use efficiency 'm the physical water system by making
one or more physical system improvements. The t`eIlewlmg programs qualify in this
categolyz

(4.1) Leak Detection Program
The water provider implements a systematic evaluation of its water distribution system to
identify and fix leaks. The provider must implement this program throughout its service
area unless the provider can demonstrate that targeting certain portions of their water
service area is likely to yield the highest potential water savings.

(4.2) Meter Repair arbor Replacémernt Program
The water pruvidar implements a program to systematically assess the meters in its water
service area to identify under-registering meters and to repair or replace them.

(4.3) Comprehensive Water System Audi! Program

The water provider conducts a systematic audit of its water distribution system, systems
control equipment, and water records to identify and quantify water losses. The audit
must include an analysis of results that includes plans for corrective measures and can be
a precursor to a leak detection and/or meter repair/replacement program. This BMP will
be effective for only one year (unless the provider can offer justification for an ongoing
or multi-year program). In subsequent years, the provider must replace this measure with
another BMP from this list of additional Bl\»IPs to continue to meet itsModified NPCCP
requirements.

CATEGORY 5- ORDINANCES/ ConDrr10ns OF SERVICEJTARIFFS

Programs in this category are designed to reduce water use within the service area ardor
increase water use efficiency by limiting or reducing water used for specific purposes.
Ordinances would apply to cities and towns and tariffs would apply to ACC regulated
municipal providers (private water companies), A water provider that is not directly part
of a municipality can get credit if it works with local or county jurisdictions to implement
a new ordinance. Each ordinance/tarif17condition of service selected ii°om the list below
will be counted as one BMP.

(5.1) Low Wafer Use Landscaping Requirements for Residenfiah Multi-famihi, Nan-
residential, and/or Common Areas.

Required public Education Program and BoPs in the moanNPCCP
1zma Draft
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(5.2) Water Tampering / Water Waste Ordinances

(5.3) Plumbing Code Requiremen!s-- if they are more restrictive than the 1990 Uniform
Plumbing Code or its equivalent

(5.4) Limitations on Water Features (fountains, waterfalls, ponclv, water coursesand
other arzyicial wafer Sn-ucrures) anaVvr Water IntensiveLauzdseupingand Turf

(5.5) Ofdinancefor Mode! Homes in New Residential Developments

Landscaping at model homes in new residential developments is required to be
water efficient. Water-intensive landscaping is limited to functional areas and./or
limited in size.

(5.6) Gray waier Ordinances -- required onsite grayvvater/water harvesting features at
residences and/or businesses

(5, 7) Requirements fnr Car Wash Water Recycling

(5.8) Landscape Watering Rest:-icrions (time of day, etc.)

(5.9) Requirements for Ho! Water Recireulafion Devieesfor Residential, MuIrfzm£!y,
ad/or Non-residential Sectors

(5.10) Retrofit on Resale

As an ordinanceor as a condition of service, the owner of a
single-family home, a multi-family home complex, ardor a non-residential facility
is required to replace all plumbing fixtures inside the housing unit/commercial unit
that do not conform to current low water using standards. This could be done by
the seller prior to sale or by the buyer subsequent to the sale. Retrofits would
include replacement of toilets, showerhead, and faucets

(5.11) Landscape Wafer Use Et_Ticiency Srandardefar Non-residential Users

(512) Conservation TarQj"(private water wmparzies)

(5.13) Requiring a Water Use Plan

A plan is to be submitted by all new commercial, industrial, and instihrtional users
with a projected annual water use requirement of ten acre-feet or more per year.
The water use plan must identify all water uses anticipated by the user, and the
water efficiency measures associated with the uses. The water useplan must
include at least three of the following:

a. Statement of water efficiency policy.
b. Water conservation education/training fur employees.
c. Identification of on-site recycling and reuse strategies.
d. Total cooling capacity and operating 'IDS or conductivity for cooling towers .
e. Identification of best available technologies used for process, cooling, and

domestic water uses .
£ Landscape watering system distribution uniformity and landscape water budget.
g. Total annual water budget for the facility.

Required PublicEducation Programand BMPs inThe Modified NPCCP
12a'05up-an
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CATEGORY 6: REBATES/INCENTIVRS

Programs in this category are designed to provide users with an incentive for
implementing a water conservation practice. Program can include rebates or incentives
such as fee reductions ardor waivers. The following programs qualify in this category:

A. INCBNTIVES (INDOORS}

(6.1) Toilet Rebate Program

The water provider offers a financial rebate or incentive to all owners of residential
and/'or multi~fami1y homes in the provider's service area that were constructed prior to
adoption of the 1990 Uniform Plumbing Code for the replacement of high water use
toilets with a ULF toilet.

(6.2) High l§)'j'iciency Flush Toilet Rebate Program
The water provider offers a financial rebate or incentive to all owners of residential
and/or multi-family homes in its service area to replace a high use toilet with an her
toilet.

(6. 3) Toilet Replacement Program

The water provider implements a program to replace high use toilets with ULF or HEP
toilets in residential and/or multi~tlamily homes in the provider's service area.

(6.4) Indoor Water Fixture Replacement/Rebate/Incentive Program

The water provider implements a program to retrofit indoor water fixtures, including
showerhead, aerators and toilet Hoppers, in all homes and multi-family homes within its
service area constructedprior to adoption of the i990Uniform Plumbing Code. The
provider shall offer to replace the fixtures or shall offer a financial rebate or incentive for
homeowners to replace the fixtures.

(6. 5) Rebate for Hot Water Recirculating Systems/Instant Hot Water Systems

The water provider shall offer a financial rebate or incentive to residential, multi-family,
and/or non-residential customers to insta£I hot water recirculation devices or devices that
provide instant bot water at the point of use.

(6.6) Wafer EjficieM Appliance Rebates/IncentivePragrrzm
The water provider shall offer to customers a financial rebate or incentive for the
acquisition of water eEEcient appliances.

B. INCENTIVES (oUT'DooR)

(67) Gmywater Retrofit Rebatedncentive

The water provider shall offer customers a financial rebate or incentive for the retrofit of
an onsite graywater feature, along with education on how to retrofit and the benefits of
using graywater onsite.

(6 8) Water Harvesting Retro ft Rebate/Incentive

The water provider shall offer customers a Hnaneial rebate or incentive for .the
fnstallati on of water harvesting features that may include gutters, downspouts, landscape
designs, and containers, along with information about water harvesting techniques.

Required PLc:Iic Education Program and BMPs in the ModIfied NPCCP
12/08 Drail
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(6.9) Landscape Conversion Rebate/Incentive

The water provider shall offer customers a financial rebate or incentive for the conversion
of landscape to reduce the overall outdoor water usage. This would most likely involve
replacing turf with a xeriscape landscape. Information about landscape conversions must
be provided to customers.

(6.10) Rebate/Incenrivefor Installing Xeriscapes in New Landscapes

The water provider offers customers with new landscapes a financial rebate or incentive
for installing a xeriscape landscape .

C. NON-RESIDENTIAL

(6.11) Commercial and Indusm'alprogram

The water provider identifies commercial and industrial customers with the highest
conservation potential and implements a water conservation program for those customers.
The program may 'includetoilet rebatesor replacements, audits, incentives amt grants.

(6.12) Large Landscape Conservation Program

The water provider implements a program to provide non-residential customers wide
support and incentives to improve their landscape water use efficiency.

(6. 13) No/low interest loansfor implementing BMPs

The water provider offers assistance to custcvmers wishing to inv est in proems intended
to educe existing water use or bring new uses in at high rates of efficiency.

CATEGORY '7- RESEARCH/INNOVATION PROGRA1VI

Programs in this category are designed to encourage water providers to conduct
sfmematic evaluations of conservation measures already implemented, to implement state
of the art water conservation technologies and techniques, andlor to develop and/or try
new technologies and techniques. The following progwms qualify in this category:

(z 1) Implementation of an Emerging Technology

To receive credit for this measure, the provider must submit with its Conservation Efforts
Report documentation that includes a description of the technology, any available
information on water savings, a description of how the technology was implemented
within the provider's service area and a description of the results. This documentation
shall also be made available for public distribution.

(7.2) Initiating Applied Research -- to enhance program decision making or provide
financial support or in-kind services for such projects

To receive credit for this measure, a provider must describe its involvement/participation
and method(s) of support. Upon completion of the research, the provider shall submit
documentation of the analysis and results with its Conservation Efforts Report. This
documentation shall also be made available tr public distribution.

(723) Evaluation of New and Emerging Technologies and Practices

Required Public Educ-alion Program and BMPs In [he Modified NPCCP
12mBDraft
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To receive credit for this measure, the provider must submit documentation with its
Conservation Efforts Report stating the objectives of the evaluation, methods used to
conduct the evaluation, and results of the investigation. This documentation shall be
made available for public distributjcm.

(7.4) Conducting a Quantitative Anuiysisf -- of a conservation measure that yields results
regarding actual water savings

To receive credit for this measure, the provider must submit documentation with its
Conservation Efforts Report stating the methods used to conduct the analysis and the
results of the investigation. This documentation shall be made available for public
distribution.

(ZN) Implementation of Smart Irrigation Technology

To receive credit for this measure, the provider must briefly describe the project location,
implementation methods, and estimates of irrigation efficiency or water savings, i f and
when available, and submit the information with its conservation efforts report.

(7.6) Dieuelnpmcnr aflndustry Par-rnersh91s no encourage and implement collaborative
efforts and activities designed to save water. To receive credit for this measure, a
provider must describe the partnership, its objectives, its ongoing efforts and any efforts
planned for the tincture, and submit the information in its Conservation Efforts Report.

(7.7) Providing Finns coal Supper! or In-kind Services for Development of New
Conservation Technologies and Products

To receive credit for this measure, the provider must describe its involvement participation
and method(s) of support. Upon completion of the research, the provider must submit
documentation of the analysis and results with its Conservation Efforts Report.

(7.8) Piloting a New Initiative, Project Ar Pragrum

To receive credit for this measure, the provider must submit documentation with its
ConservationEfforts Report that includes adescription of the projectifprogram, a
description of how the project/program was implemented within the provider's service
area, and a description of the results.

PROCEDURE won ADD1NG A BMP To THE LIST oF ADNMONAL BMPS

1. A large municipal provider may apply to the director to add a BMP to the list of
additional BIVIPs set forth in this appendix.

Upon receipt of an application submitted pursuant to paragraph l above, the Director
shall review the application and may request additional information Rom the applicant
and may seek information from other sources as may be necessary to determine whether
the BMP should be added to the list.

3. If the Director approves the application, the Director shall add the BMP to the list of
additional BMPs set forth in this appendix. The Director shall post the modified list of
additional BMPS on the Department's web site and shall file the modified list within the
Active Management Area offices.

Required Publlc &ducalEon Program and BMPs In the Modified NF'CCP
12108 Draft
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ARIZONA DEPARTMENT OF WATER REsOURCES

Modified Non-Per Capita Conservation Program
Background and Rationale
for Program Development

Introduction
In April 2007, legislation was passed to add a new regulatory program, the Modified Non-
Per Capita Conservation Program (Modified NPCCP), to the Arizona Department of Water
Resources (Department) Third Management Plan for Active Management Areas (AMAs).
The Third Management Plan was successfully modified to include the Modified NPCCP
on April I, 2008, and the modifications became effective May 28, 2008. The Transcript of
Hearing, Order of Adoption, andModii'ications for each AMA can be found on the
Department's website, in the section Laws, Rules, and Substantive policy statements

The Modified NPCCP, addresses large municipal water providers (cities, towns and private
water companies serving more than 250 acre-feet per year) and was developed in
conjunction with stakeholder from all AMAs. Participation in the program is required for
all large municipal water providers that do not have a Designation of Assured Water
Supply and that are not regulated as a large untreated water provider or an institutional
provider,

The Modified NPCCP is a performance-based program that requires participating
providers to implement water conservation measures that result in water use efficiency in
Elleir services areas. A water provider regulated under the program must implement a
required Public Education Program and choose one or more additional Best Management
Practices (BMPs) based on its size, as defined by its total number of water service
connections. The provider must select the additional BMPs from the list included in the
Modified NPCCP Program.

History
Since the inception of municipal conservation requirements in the Departments
management plans, public and private water utilities in the AMAs have been regulated
largely in the same. manner through the Total Gallons Per Capita Per Day (GPCD)
Program. Private utilities, as well as some municipalities, have claimed that regulation
under the Total GPCD Program restricts their ability to serve increasing non-residential
water uses. While alternative municipal conservation programs that address this issue exist,
private water companies have maintained that enrollment requirements for these programs
would require significant additional expense, with no guarantee that due Arizona
Corporation Commission (ACC) would allow them to recover the costs through increased

1httprf/www.azwater.f:ov/dwr/Conlcntff-ind by Ca:egorw'Laws and Rules/defuulthtm
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rates. Several years of internal consideration and discussion,as well as litigation brought
by private water companies challenging the municipal conservation program,eventually
resolved some of the issues raised by the utilities.

Review 8¢ Stakeholder Process
T/1 early 2005, the Department made the commitment to conduct a formal review of the
municipal conservation program for large municipal providers in AMAS and assigned staff
to organize and facilitate the review. kitenfiews were held with AMA Directors and other
Department staff who had direct experience with the development anther implementation
of the municipal program. Additional interviews were held with twenty-two water
providers in Lite Phoenix, Tucson, Penal and Prescott AMAs, as well as staff from the
Arizona Corporation Commission to introduce the review process, to request feedback on
the existing regulatory program, and £0 ask for ideas regarding additional options that may
be considered during the review process. A detailed summary of the comments and
suggestions offered during these meetings can be found on the Department's website in the
report, Evaluation of the Third Management Plan Program for Large Municipal Water
Providers in Active Management Areas: Summary of lnterviews and Framework for the
Stakeholder Process.

Department staff and municipal water provider representatives reached a general consensus
to continue the review process to consider the possibility of developing an alternative to
the municipal provider regulatory programs then in existence. Those who were
interviewed, including Department staff and water providers, suggested the following
general approaches: (1) a program for municipal water providers to develop and implement
a water conservation plan, (2) a prescribed conservation program, or BMP program,
whereby all municipal providers would implement a basic set of water conservation
measures, then choose additional measures to correspond with their service area
characteristics, and (3) a modified Alterative Conservation Program (ACP), which would
be similar to the ACP currently available pursuant to the Third Management Plan but with
the requirement to obtain a Designation of Assured Water Supply instead of being assigned
groundwater limitations.

Department staff Mel with a stdceholder group comprised of staff from regulated water
providers, the ACC, the Department of the Interior, the Central Arizona Project (CAP) and
other interested parties to review and discuss the municipal conservation requirements of
the Third Management Plans. The intended outcome of this process was to develop a
municipal conservation program that fosters water use efficiency and a long-term culture
of conservation within the five AMAs of the state that can be effectively implemented by
the Department, and that addresses concerns expressed by private water companies.

The formal stakeholder process was initiated in February 2606 to present information
gathered to date and to present the possible options for a new municipal conservation
program identified doing the informal information gathering process. All large municipal
water providers in all AMAs were invited to participate in the process. Stakeholder
meetings were held throughout the year, Early in the process, stakeholder expressed their
preference for developing a BMP program. The remainder of the stakeholder process was
dedicated to this objective, Also during that time, a BMP subcommittee, comprised of
volunteers from the larger stakeholder group, met to refine the general listing of BMPS

Arizona Department of Water Resources • Modified Non-Per Capita Gonservation Program Badnground and Rational 2
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generated by the stakeholder group, prepare definitions for some of the BMPs and discuss
possible components of a program framework. Through this stakeholder process, a general
consensus was reached on the program framework and the list of BMPs.

Legislation
During the fall and winter of 2006, Department staff prepared draft legislation to enable
implementation of the program. Rather than adding language specifying an additional
municipal conservation program, the draft legislation proposed modifying the existing
Non-Per Capita Conservation Program to include provisions for the ModifiedNPCCP. The
BMP program became officially entitled the Modified NPCCP. The legislation, SB 1557,
was introduced and passed during the 2007 Legislative Session. The Third Management
Plan was successfully modified to include the Modified NPCCP on April 1, 2008, and the
modifications became effective May 20, 2008.

Municipal BMP Advisory Committee
The enabling legislation for the Modified NPCCP allows for the: establishment of an
advisory committee to assist in evaluating the program. A Municipal BMP Advisory
Committee was established in October 2008 to provide guidance to the Department in its
efforts to review and evaluate theprogram's implementation and water use efficiency. The
committee will review program developments, provide recommendations intended to
improve implementation of' the program, and participate in evaluations of the program.

Program Benefits
With the help of the stakeholder group, the Department has developed a program that it
believes will increase water use efficiency in the municipal sector, a program that is
especially applicable to private water utilities and smaller municipalities. Department staff
will assist water providers in identifying the most effective water conservation measures
for their communities. It should be recognized that the largest water providers (Phoenix,
Tempe, Mesa, Chandler, Glendale, Peoria, Scottsdale, Gilbert, Goodyear, Mondale and
Surprise in the Phoenix AMA, and Tucson and Metropolitan Domestic Water
Improvement Dis trick in the Tucson AMA) have been successfully implementing extensive
water conservation programs over the past 25 years. The successful experience of these
water providers was used in developing the program. In contrast to the Total GPCD
program, the Modified NPCCP focuses more directly on the water use characteristics
within a water provider's service area. It also focuses more directly on conservation of all
water resources, not just groundwater.

Arizona Department of Water Resources o Modified Nan-par Capita Consefvaijorl Program Background and Ra1€arlal 3
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Steve 'wVenr::, No. 019630
MOY E S  S E L L E RS  &  S IMS  L TD.
1850 N. Central Ave. Ste. 1100
Phoe1:Lix, AZ 85004
(602)604-2141
Attorneys for Wickenburg Ranch Water, LLC

6

7

8

9

BEFORE THE ARIZONA CORPORATION COMMISSION

10

11

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP12

13

14 Docket No. W-03994A-07-0657

15

16

IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN AR1ZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

DIRECT TESTIMONY OF
PETER CHAN

17

18

19

20 Q-1 Please state your name and current employment position:

21 A-1
22

Peter Chan, PE (AZ 30677)
President - CSA Engineering

23
Q-2 Describe your educational and professional background:

24

A - 2
25

26

Bachelor of Science 'm Civil Engineering
Master of Science in Environmental Engineering
Professional Engineer, State of Arizona - specializing in water and wastewater
treatment systems

27

28 Arizona Department of Environmental Quality -» Certified Operator, No. 26138
Grade 2 - Water Treatment Plant Operator



1

2

Grade 2 - Water Distribution System Operator
Grade 2 - Wastewater Treatment Plant Operator
Grade 2 - Wastewater Collection System Operator

3

4 Q-3 What is the purpose of your testimony?

5 A-3 The purpose of this testimony is to establish that CSA Engineering has been hired

6
by the Wickenburg Ranch Water Company to Qpearate the water system. Twill

serve as the certified operator. I have reviewed Decision No. 70741 and believe

implementing 10 Best Management Practices is not required by rule and is

impractical for a small water company.

7

8

9

10

11

12

13

Q-4 Describe your experience as a certified operator:

A-4 In the past 20 years, I have been involved in the design, retrofit or start-up

operations for the following water storage, pump station and treatment facilities:
1 4

1 5

1 6
• Desert Oasis Reservoir & Pump Station, Surprise, Arizona

17

18

• Sun City 5.1 Weil, Arizona

• Sun City West Water Well, Arizona
19

20
• Greer Ranch North Well, Arizona

• Pleasant Valley Reservoir & Pump Station, Peoria, Arizona

• Quintero Microfiltzration Water Treatment Plant, Peoria, Arizona

• Liberty Farms Water Campus, Madcopa County

• Trillium Arsenic Treatment Facility, Buckeye, Arizona

I also have been involved in the design, retrofit or start-up operations for the

21

22.

23

24

25

26

27

28 following wastewater treatment facilities :

2



1
• 91*' Avenue 180 mud Chlorination Improvements Project

2

3
4.5 mud Arrowhead Ranch Water Reclamation Facility

4 • Boulders West Wastewater Treatment Facility

5

6

a Roberto Bustamante Wastewater Treatment Facility

¢
7

8

Gold Canyon Water Reclamation Facility

Quintero Water Reclamation Facility

Q-5 Please explain your proposed role as the certified operator:

My role as a certified operator is to properly operate the plant to ensure safe and

9

1 0

A-5
1 1

12 reliable water service that meets all applicable rules and regulations is delivered to the

13 customers.
1 4

15

16

Q-6 Why do you believe implementing 10 Best Management Practices is not

required by rule?

17

18

A-6 The Best Management Practices referenced in Decision No. 70741 are applicable

by rule only to water providers within Active Management Areas and Wickenburg Ranch
19

20 is not within an Active Management Area. Further, it only applies to water providers

21 who are not designated and the Water Company is a designated provider. Moreover, the

22
rules state that a water providers with less than 5,000 connections should apply one best

management practice. Only water providers with more than 30,000 connections have to

adopt 10 Best Management Practices. This is because small water companies do not

23

24

25

26 I •
have the resources to implement so many practlces .

2 7

-728 Q Why do you believe implementing 10 Best Management Practices is not

3



1 practical for the Water Company?

2

3
A-7 The Water Company is going to serve a new development. The plumbing being

4 installed will be efficient,so there will be no reason to retraiit or improve such fa¢ilities.

5 Further, as a small water provider, the Water Company cannot afford rebates or funding

6
conservation research. Unlike a city, town, or county, a water company does not have the

7

8 legal authority to require its private customers to make most of improvements suggested

9 in Category 5.

10
Q-8 Is the deeisinn to adopt Best Management Practices essentially a management

12
decision that should be left to the Water Company?

A-8 Yes. The Water Company should be able to choose whether or not it is prudent to

implement such practices, but it should not be required to do so, especially before there is

a history of water service.

Q-9 Do you know of any other water company that has been required to adopt

these best management practices by the -Arizona Corporation Commission?

A-9 No.

Q-10 Does that conclude your direct testimony?

13

14

15

16

17

18

19

20

21

22

23

A-10 Yes.

24

25

26

27

28

4
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Steve Wane,No. 019630
MOYES SELLERS & slms LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604»2141
Attorneys tr Wickenburg Ranch Water, LLC
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BEFORE THE ARIZONA CORPORATION COMMISSION

9

10

11

12

COMMISSIONERS
KRISTIN K. MAYES, Cl-lAIRIviAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUNIP

Docket No. W-03994A-07-0657

13

14

15

16

1'7

18

19

IN THE MATTER OF THE
APPLICATION OF VVICKENBURG
RANCH WATER, LLC, AN ARIZONA
LIMITED LIABILITY COMPANY, FOR
A RATE ADJUSTNIENT

DIRECT TESTIMONY OF
WILLIAM I. BROWNLEE

20

21

QS Please state your name and current employment position :

A-1 William 1. Brownlee, Manager, the MY Companies.

22
Q-2 Describe your educational, professional background, and experience with

23

forming and operating water companies:
24

25

26

A-2 I am a managing partner of the MY Companies primarily responsible for contract

negotiations, feasibility analysis, equity and financing, land and community
27

28
planning, entitlements, engineering and development, as well as legal and

accounting. I have been active in Arizona real estate for more than two decades.



1 During that time, Shave been involved with the construction of water systems

2
necessary to develop property. Recently, I helped font the American Ranch

3

4 Domestic Water Improvement District and sewed as a director. Director

5

6

responsibilities include governing and managing district operations.

Q-3 What is the purpose of your testimony?
7

8
A-3 The purpose army testimony is to: (1) explain the relationship between the water

company ownership, management, and landowners; (2) the proceedings that lead

to the amended decision, (3) cost and ecfmcrmic impact of rainwater catchments,

9

10

11

12
and (4) rainwater catchments, xeriscaping, and Best Management Practices are not

13 necessary for the operation of the water company.

14

15

Q-4 Explain the relationship between the water company ownership,

16
management, and landowners as well as your rule with each.

17 A-4 Wickenburg Ranch is owned by JVT Investors, LLC (JVT), Van Development

l a

1 9

Co., Inc., and 5860 Development, Inc (collectively "Landowners"). WT is

handling the development of the Resort and Wickenburg Ranch. JVT is an
20

21 Arizona limited liability company, with Van Tuyl Family Trusts as members, and

22 7575 Development, Inc. as manager, Larry Van Tuyl is the President of 7575

23
Development. Van Development Co., Inc. is a Texas corporation, with Cecil Van

24

25

26

Tull as President. 5860 Development, Inc. is an Arizona Corporation, with Larry

Van Tupi as President. The Landowners are acting privately and not as a public

27

28
service corporation.

2



1 MY Builders is managing the development of the land as well as the Wickenburg

2
Ranch Water Company LLC ("Water Company") and wastewater company. MY

3

Builders is a developer of master planned communities. After the sale to the4

5

6

Landowners, MY Builders was retained as the project manager, and now manages

the day-to-day construction operations of the development for the property.
7

8
The Water Company is an Arizona entity. The member of the Water

Company is Van Wick LLC. The Water Company is a public service corporation.

Because MY Builders is managing the Water Company, wastewater company, and

the land operations, I have knowledge regarding the Landowners and their plans

for the property, but my appearance in this proceeding is on behalf of the Water

Company.

Q-5 Please explain why the Water Company does not want to require that all of

its customers install rainwater catchments as a condition of service.

9

10

11

12

13

14

15

16

17

18

19

A-5 First, rainwater catchment systems are expensive to operate and maintain. To

purchase and install rainwatercatchments that will operate well in the arid
20

21

22

Wickenburg area will likely cost homeowners approximately $6,000 to $8,000.

Accordingly, at full build-out of all 2,324 residential homes, the rainwater

catchments could cmnulatively cost approximately $14,000,000 to $18,600,000 to
23

24

25 install. In today's market, home builders are trying everything they can to reduce

26

27

costs, so adding rainwater catchment systems and associated expenses Mn

contrary to market demands. Further, other developments in the area will not have
28

this requirement, thereby making the Wickenburg Ranch community less

3



1 competitive on a cost basis as well as a maintenance basis. This all affects the

2
Water Companybecause if the lots are not purchased, then the Water Company

3

4 has fewer customers and less revenue, making it Financially weaker and causing its

5 actual customers to pay higher water rates in addition to purchasing and

6

maintaining the rainwater catchment system.
7

8
Furthermore, these catchments can cause health and safety concerns due to

g water stagnation and require significant maintenance 'm arid climalzes,which is one

10
reason the systems commonly fall into disrepair.

11

12
Q-6 Please explain why the Water Company does not want to require that all of

13 its customers to fully xeriscape their front yards as a condition of service.

14 A-6 Rather than requiring mandatory xeriscaping in the fruit yards, we find it more
15

16
practical and consumer friendly to provide a set of guidelines that limits

17 landscaping that has a large water requirement, such as Mi and designate a

18 reasonable area of turf per lot. This will give customers flexibility and encourage
19

the utilization of drought tolerant, low water use landscaping designs.
20

21 Q-7 Are you concerned that the rainwater catchments will not function well in

22 Wickenburg Ranch?

23
A-7 Yes. Based upon my research, I have learned that rainwater catchments do not

24

25 work well in arid climates because they to do capture enough rainwater to work

26 effectively. This leads to homeowners trying to bypass the system, maintenance

27
issues with algae growth, and clogged lines and heads within the irrigation system.

pa

In addition, this is a deterrent for lots sales within the community to builders due

r

4

I



1 to the high risk of warranty issues related to the water catchment systems.

2
Without a continuous source of rainwater to capture and deliver and ongoing

3

4 maintenance, the equipment falls into disrepair.

s

6

Q-8 Are you concerned that implementing a large-scale rainwater catchment

program may give rise to legal liability for the lanciowners?
7

8 A-8 Yes. There is no state law that exempts water catchments from the rules

governing surface water. In other states that follow the doctrine of prior

appropriation, such as Colorado and Utah, rainwater catchments cannot by legally

used without a permit or decreed water right. Yavapai County retention policies

preclude rainwater catchment basins based upon health and water rights concerns.

See Exhibit 1. Here, the rainwater catchments taking water firmrooftops alone

9

10

11

12

13

14

i s

16
could withdraw 138 acre-feet ofwater 80m the surface water system, so it seems

17

18

prudent that the landowners installing rainwater catchments systems might have to

secure a water right before taking the rainwater.
19

Q-9 Did you have any notice before the hearing when the Arizona Corporation
20

21 Commission added the amendments regarding the conditions concerning

22 rainwater catchments, xeriscaping, or best management practices?

A-9 No. These were never issues throughout the year-long proceeding until the
23

24

25 hearing before the Arizona Corporation Commission. The Water Company did

26 not receive actual notice of the proposals untilminutes before that hearing. Thus,

27
the Water Company had no time to prepare to rebut these conditions. Also, the

28

Water Company now understands that it has no authority to require the

5



1 landowners within its CC&N to install rainwater catchments or xeriscaping. In

2
addition, the Water Company is not subj act to the best management practice rules

3

4 promulgated by ADWR.

5 Q-10 Why do you believe the Arizona Corporation Commission wants to require

6
the Water Company and its customers to be subject to the rainwater

7

8 catchment, xeriscaping, and best management practice terms as set forth in

9

10 A-10 Chairman Mayes stated at the hearing, and the Decision makes clear, that the

Decision Nu. 70741?

11

12

13

reason for those amendments was because Wickenburg Ranch resort has a golf

course. It is important to note, however, that the landowners have received the

proper approvals from Yavapai County to construct and operate the golf course

and the landowners have the legal right to use the groundwater for that purpose .

Moreover, as the community builds out., the golf course will be increasingly

irrigated with effluent and ultimately effluent will supply 100% of its irrigation

demand.

Q-11 Does that conclude your direct testimony?

14

15

16

17

18

19

20

21

22

23

A-11 Yes.

24

25

26

27

28

6



EXHIBIT 1



yw/ 6-~

s. STORMWATER STORAGE aJETENNOWRETEN'r1ON}

M aintenance Pol ic ies

A main t enance pl an shal l  be prepared in conjunct ion wi th the detent jon/ ' retent ion basin
d e s i g n  t h a t  i n c l u d e s  b o t h  s c h e d u l e d  a n d  u n s c h e d u l e d  m a i n t e n a n c e  a c t i v i t i e s .
S C H E D U L E D  M A I N W E N A N C E  i n c l u d e s  s u c h  i t e m s  a s  m o w i n g ,  p ru n i n g ,  a n d  t r a s h
r e m o v a l  t h a t  a r e  p e r f o r m e d  o n  a  r e g u l a r  b a s i s .  U N S C H E D U L E D  M A I N T E N A N C E
inc ludes repai rs ,  usual l y  made necessary Hy storms and f loods,  which are d iscovered
ei ther during regularly scheduled inspect ions,  or during inspect ions made af ter f looding.
Unscheduled maintenance shal l  a lso inc lude removal  of  sediment  bui ldup .

Maintenance ramps or other access shal l  be provided into detent ion/retent ion faci l i t ies 'm
order to faci l i tate scheduled and unscheduled malu' l tenance act ivi t ies.  Access easements
f rom publ i c  r ight~of~way shal l  be provided to a l l  detent ion/ retent ion fac i l i t i es.

Ma in t enance  o f  l oca l  de t en t i on / re t en t i on  f ac i l i t i es ,  p rov i ded  i n  con junc t i on  w i t h  new
developments,  shal l  be the responsibi l i t y of  the private property owner or neighborhood
assoc ia t i on .  The D is t r i c t  sha l l  reserve  t he  au thor i t y  t o  per i od i ca l l y  i nspect  p r i va te l y -
owned detent ion/ ' retent ion basins to ensure sat isfactory maintenance is being provided .

o . F i na l  P l a t s ,  D eve l opm en t  P l ans  and  C C 8cR ' s  sha l l  have  a  no t e stating (a )  t ha t the
ow ne r (s )  sha l l be so le l y  respons ib le  f o r  t he  opera t i on ,  main tenance,  and l i ab i l i t y  f o r
de t en t i on / re t en t i on  sys t ems,  and ,  (b )  t ha t  D i s t r i c t  s t a f f  may  per i od i ca l l y  i nspec t  t he
de t en t i on / re t en t i on  f ac i l i t i es  t o  ve r i f y  t ha t  schedu l ed  and  unschedu l ed  m a i n t enance
act i v i t i es are being performed adequate ly .

Retention Pol icies

Stormwater retent ion basins are general ly not  permi t ted wi thin Yavapai  County,  because
ofconcems related to water r ights and the potent ia l  problems associated wi th long-term
ponding ofstormwater.  I -Ioweve r,  retent ion basins may be permi t ted to meet  stormwater
detent ion cr i ter ia  when a more convent ional  s tormwater detent ion basin i s  impract i ca l
(e .g . i f  adequate grade is not  avai lable for dra in ing the basin).

q . Maximum disposal  t imes for  s tormwater runof f  f or  re tent ion fac i l i t i es  are as fo l l ows :

q. l  12 hours for basins that  intercept  runof f  f rom an upst ream watershed area that  is ten
acres in s ize,  or smal ler,

q .2  24 hours  for  bas ins that  i n tercept  runof f  f rom an upst ream watershed area that  i s
greater than ten acres and less than 30 acres in size.

YAVAPAI COUNTY, ARIZONA

p.

n.

m .

z.

5 . 3 DRAINAGE CRITERIA MANUAL
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Steve Were, No. 019630
MOYES SELLERS & SIMS LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickenburg Ranch Water, LLC

1

2

3

4

S

6

'7
BEFORE THE ARIZONA CORPORATION COMMISSION

8

9

10

11

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP12

13

Docket No. W-03994A-07-065714

15

15

17

IN THE IS/IATTER OF THE
APPLICATION OF MCKENBURG
RANCH WATER, LLC, AN ARIZONA
L1MITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

DIRECT TESTIMONY OF
WENDELL PICKETT

18

19

2D

21

22

Q-1 Please state your name and current employment ]Josition:

A-1 Wendell Pickett, partner and vice-president of Greey Pickett Partners.
23

24 Q-2

A-2 I receive a B.A. firm University of Redlands with an emphasis in planning and

Describe your educational and professional background:

25

26

27
design. I have been in the planning and design industry since 1984. Most of that

28 time I have focused on large-scale master-planned communities, such as



1 WickenburgRanch. Local Arizona prob cots include Vistancia and Superstition

2

3
Mountain communities.

4 Q-3 What is the purpose of your testimony?

5 A-3 The purpose of this testimony is to explain (1) the design of the community as it

6
relates to surface water run offs (2) planned development landscaping and

7

8
vegetation, (3) the economic impact of rainwater catchments for xeriscaping,

3

10

and (4) operational issues with rainwater catchments.

Q_4 Please explain how the Wickenburg Ranch community drainage is planned.

A 4 Generally speaking, consistent with sound engineering practice and land planning,
12

13 the community drainage is designed to cause surface water to flow away firm all

14

15

structures towards natural drainages and basins. Stormwater falling upon

residential and commercial lots flows away Bam the structures generally into the

drainage system. This avoids the health and safety issues that can arise due to

retaining stormwater on lots .

16

17

18

19

20
Q-5 What type of landscaping is planned for the development?

21 A-5 Wickcnburg Ranch is being carefully designed to use native and desert vegetation

throughout most of the development. Further, the golf course was designed to use22

23

2 4
35% less water than the average golf course in the central Arizona area.

25 Q-6 In your opinion, what is the impact of requiring only xeriscaping in front

26

27 _ _
A-6 Approx1mate}y 50% of potentlal home buyers want some amount of non-

2 8

yards of all residential lots within Wickenburg Ranch?

xeriscaped Ia.t1dscapl1ng 'm the frontyard. If all of the iiontyardswithin

2



1 Wickenburg Ranch had xeriscape exclusively, then the curb appeal for the homes

2

3
wouldsuffer drastically. This willhave a substantial adverse impact on home

4 absorption rates and limit the ability of current landowners to sell portions of the

5

6

project to home builders .

Q-7 What is a rainwater catchment system?
7

A-7 There are two types of rainwater catchment systems. The fn°st type of catchment
B

9

10

is essentially a ponding catchment where stormwater run-offreaching the ground

is funneled into what is essentially a small water basin created by excavating an
11

12
area below surface grade. The second type of catchment system is a container or

13

14

barrel catchment system. This system typically collects stormwater from rooftops

and other impervious improvements and delivers it into a container. This water is

not safe to drink without treatment and should be managed very carefully.

Q-8 What type of operational issues exist with the ponding type of rainwater

catchment system?

A-8 First of all, the ponding area is usually landscaped with turf so that the catchment

15

16

17

18

19

20

21 basin avoids the issues relating to mud, which can cause problems when the water

22 is being cycled for use. This turf creates an additional water demand during times

when there is limited rainfall. Further, when the ponds contain water, safety issues
23

24

25 can arise due to the fact the pond will hold waler for some time and that water

26

27

stagnates. This can cause serious health conceums, such as the»se associated with

WestNile virus. Further, such ponds constitute an attractive nuisance giving rise
28

to health and safety risks for children who may play near or in the ponding area.

3



1 Moreover, since these ponds will cause water to filtrate into the ground, it can

2
create soil stability issues and cause nearby buildings and other structures to fail.

3

4

5

Finally, they are very expensive to install and operate, especially where there is

only a limited supply of rainwater.

6
Q-9 What operational issues exist with the container type of catchment systems?

A-9 My understanding is that the container catchment systems hold water essentially in

a barrel of some size. In dry areas such as Wickenburg, these barrels may hold the

water for long periods until there is enough water to use for landscaping. This

7

8

9

1 0

1 1

1 2

1 3

causes the water to stagnate and in warm temperatures, the water can become very

unsafe for human consumption. Further, the barrels and system will eventually

fail, which causes the same problems that the ponding catchments cause. These

container systems can be expensive to install and operate and require substantial

maintenance. Simply stated, these container systems are not cost effective.

Q-10 Did you research the state rules and regulations for specifications on

1 4

15

16

17

18

19

20
rainwater catchments?

21 A-10 Yes, I did. I found nomies or regulations regarding rainwater catchments.

22

23

Q-ll Did you research any other jtlrisdietions regarding rainwater catchments?

A-11 Yes. I researched the use of rainwater catchments in Santa Fe and Tucson, and in
24

25 both areas, the general consensus is that they did not work-well and the public

26 opinion of dlese systems was negative.

27

28
Q-12 Does that conclude your direct testimony?

A-12 Yes.

4
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Steve Were, No. 019630
MOYES SELLERS & S]]v1S LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickenburg Ranch Water, LLC

5

6

7

8

9

BEFORE THE ARIZONA CORPORATION COMMISSION

10

11

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUNIP12

13

14 Docket No. W-03994A-07-0657

15

16

IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN ARIZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

DIRECT TEsT1iMonv OF
JOEY PLATTS

17

18

19

20 Q-1 Are you the owner 01' property within the Wickenhurg Ranch Water

21
Company's ("Water Copany") CC&N?

22

A-1 Yes .
23

24 Q-2 Are you aware of the Arizona Corporation Commission's decision demanding

25 that the Water Company require all of its customers install rainwater
25

catchments and full xeriscape in the front yard as a condition of potable
27

.4

28 water service?



1 A~2 Yes.

2
Q-3 As a person who would be subject to those conditions if implemented, what is

3

4 your opinion about those requirements?

5 A-3 I believe it would be very unfair to require water customers to meet these

6
demands. These demands are not necessary and the rainwater catchment systems can be

7

ET
very expensive. It would be a complete waste of money. Based on conversations with

9

10

engineers, I believe these requirements make no sense and would not save any water, but

it could create all sorts of problems. These conditions should be removed.
11

12
Q-4 Does that conclude your direct testimony?

13 A-4 Yes.

14

15

16

17

18

19

20

21

22

23

24

25

25

27

28

2



¢

14

13

12

11

10

7

9

8

E

2

4

E

3

1

CONIMISSIONERS
KRISTTN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

Steve Wells, No. 019630
MOYES SELLERS & SIMS LTD.
1850n. Central Ave. Std. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickenburg Ranch Water, LLC

BEFORE TI-IE ARIZONA CORPORATION COMMISSIQN

s CL

Q L11 X

\. \
1 _. .

451:
C 3

*z
|

EXHIBIT

I
CQ

C. . -
.q 1..-gr.1.;*

v'~.w

07:3
_ cm

AUMIHLU

§-E

*l̀ ."'3i".§"?

"'v;:

15

16

Docket No. W-03994A-§67-065'E
NOTICE OF FILING QFDIPJZCT
TESTIMONY AND POTENTIAL
EXHIBITS TO BE USED ON
REHEARING17

IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN .ARIZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

18

19

20

21

Wickenburg Ranch Water, LLC ("Company"), hereby gives notice that it is filing

the surrebuttal testimony of the following witnesses:

Marvin Glotfelty (Attachmentl); and•
22

23 Soon Rowell (Attachment 2).

24
The surrebuttal testimony of each of these witnesses is being submitted with this notice.

25

26
The Company expressly reserves the right of its witnesses to address at hearing

27 issues of fact and expert opinion that may have been impliedly or expressly raised by Mr.

28
Oleo's rebuttal testimony that contradict their direct testimony. The Company further



1 discloses in this matter and enters into the record its Response to Data Request. See

2

Attachment 3. All information produced therein can be adopted as testimony by
3

4

5

appropriate WaterCompany witnesses. The Company further reserves the right to

submit impeachment evidence, if applicable.

6
DATED June 8, 2009.

MOYES SELLERS & Suva, LID.

7

8

3

10 I-4/I-»¢»*
Steve Wane
Attorneys for Wickenburg Ranch Water

12

13 Original and thirteen copies
filed June 8,2009 with:

14

15

16

17

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

18

19

20

Kevin Torrey, Attorney
Legal Division
Arizona Corporation Commission
1208 West Washington Street
Phoenix, Arizona 8500721

22

23

24

Steve Oleo
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 8500725

26

27

28

2
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Steve Were, No. 019630
MOYES SELLERS & SIMS LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickcnburg Ranch Water, LLC
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6
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9

BEFORE THE ARIZONA CORPORATION c01v11vussIon

10

11

COMIVHSSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP12

13

14
Docket No. W~03994A-07-0657

15

16 DIRECT TESTHVIONY OF
MARVIN GLOTFELTY

17

IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN ARIZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

18

19

20

21 Q~1 Please state your name and current employment position:

22
A-1 Marvin Glotfelty, Principal I-Iydrogeologist with Clear Creek Associates in

23

24
Scottsdale., Arizona.

25 Q-2 You have previously described your educational and professional background
in this matter when you filed direct testimony, correct?

26

27 A-2 Correct.

28 Q-3 What is the purpose of your surrebuttal testimony?



.|

1 A-3 The purpose of my testimony is to address certain statements made by Steven Oleo

2

that need to be clarified.
3

4 Q-4 What is the first point you need to clarify?

A-4 Even though the name of the water company has changed, it has not impacted the5

6

7
hydrologic facts upon which the designation of adequate water supply was

8 granted. There is still adequate groundwater resources available to meet the

9 projected demand created by the proposed development.

Q-5 What is the second point you need to clarify?

A-5 On pages 7 and 8 of his Direct Testimony, Mr. Olga states that conserving

groundwater shouldbe done whenever possible. This is an overly broad

generalization that does not recognize the consequences. Here, for example,

1 0

1 1

1 2

1 3

1 4

15

16

1 7

"c-:mse1'ving groundwater" by installing rainwater catchments will tice water aTom

a riparian habitat and wildlife that depends on that water. This adverse impact

would be most pronounced during drought conditions, when the riparian plant and1 8

1 9

20

2 1

animal life and wetlands need rainwater the most. Thus, conserving groundwater

by capturing rainwater in this case could significantly harm riparian areas and may

not be worth the cost.

Q-6 What is the third point you need to clarify?

22

23

24

25

26

A-6 Mr. Oleo states that requiring the Water Company to conduct a groundwater

conservation program is in the public interest because the Arizona Department of

27
Water Resources' order granting the designation of adequate water supply states

28

that the agency may review and revise the* designation and may revoke the

2



1 designation if new information supports that move. But this standard language in

2
all such orders, it was not any indication that do water company's designation was

3

4 somehow special or in need Rf special terms.

5 Q-12 Does that conclude your testimony?

6
A~12 Yes.

7

8

9

10

11

12

13

11.4

15

16

17

18

19

TO

21

22

23

24

25

26

27

28

r
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Steve Wane, No. 019630
MOYES SELLERS & SIMS LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickenburg Ranch Water, LLC
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6
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8

9

BEFORE THE ARIZONA CORPORATION commIsslon

10

11

COMMISSIONERS
KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP12

13

14 Docket NO. W-03994A-07-0657

15

16

IN THE MATTER OF THE
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN ARIZONA
LLMIIED LIABILITY COMPANY, FOR A
RATE ADJUSTMENT

SURREBUTTAL TESTIMONY OF
SONN s. ROWELL

17

18

19

20

21
Q1-1 Please state your name and current employment position:

22

23

24

A-1 My name is Sam S. Rowell, and I am a Certified Public Accountant employed as

a regulatory consultant for Desert Mountain Analytical Services PLLC ("DMAS"),

where I am a managing member.
25

26 Q-2 Describe your educational and professional background:

27

28

A-2 I have a Bachelor of Science Degree in Accounting Hom Arizona State University,

as well as my CPA certification Bam the Arizona State Board of Aecountancy. i



1 have worked for many years in the practice of public accounting, and have held
2

3
part-time teaching positions at Mesa Community College. After employment with

4 the Utilities Division of the Arizona Corporation Commission for four years, I

5 started DMAS and now specialize in regulatory accounting and consulting, My

resume is already part of the record in this case as Attachment 1 to my Direct

Testimony .

6

7

8

9

10

Q_3 What is the purpose of your testimony:

A-3 The purpose of my testimony is to offer surrebuttal testimony.
11

12
Q-4

13

In Decision No. 70741, the Arizona Corporation Commission ordered
Wickenburg Ranch Water Company to require as a condition of service that
its customers must xeriscape their front yard and install rainwater catchment
systems. Please discuss the ratemaking implications of these provision.

14

15

A-4 As I understand, the xeriscaping and rainwater catchmentsystems willbe
16

17 purchased, installed, operated, and maintained by the custcumers, not the water

company. Consequently, these provisions have nothing to do with setting

reasonable rates. My understanding from speaking to the Water Company is that

the rainwater catchment systems will cost the customers at least $6,000 and

require maintenance. In my opinion, this could keep people from buying homes

18

19

20

21

22

23

24
and will reduce the amount of customers in the rate base calculation, which will

25

26

cause the cost of water service to be proportionately higher to the actual Water

Company customers. The practical effect is that these conditions will substantially
27

increase the cost of water service to the customers. My understanding from
28

speaking to die company is that the rainwater catchment systems will provide at

2



1 most 13,801 gallons of water per year for each customer. This means the
2

customer will save about $45.00 per year. At the company current rates this
3

4

5

results in a payback period ofabout 132 years.

Q-5 In your opinion can a conservation measure with a payback period of 132

6
years be considered cost effective?

7

B A-5

9

I am not aware of any standards regarding the cost effectiveness of water

conservation measures established by the Commission. However, in my opinion a

payback period of 132 years indicates that rain catchment systems are not cost
10

11

12
effective,

13

14
Q-6 In his testimony Mr. Oleo indicates that the cost effectiveness of the

15

16

1'7

raincatchment provisions should be evaluated when the company files tariffs

for Commission consideration in compliances with Decision 70741. Do you

18

19

agree?

20

21

A-6 Developing tariffs is a time consuming and costly exercise. Evaluating those

tariffs will also take up valuable Staff time. Given the problems with the

raincatchment requirements laid out in Mr. Glotfelty's and my testimony simply22

2 3

24
removing the requirement would be much more efficient than requiring the

25 company to file tariffs. Additionally, the Legal Brief filed by Staff states that

26 :.4...any allegations of a lack of substantial evidence in support of the conditions

27

28

3



1 will be remedied during the rehearing. ml So it is not clear whether Staff believes

2
these issues should be decided now or in the later tariff filing.

3

4 Q-6

s

6

In addition to the xeriscaping and rainwater catchment provisions, Decision
No. 70741 orders the Water Company to adopt 10 Best Management
Practices and prohibits it from selling groundwater for the purpose of
irrigating any golf courses within the certificated area or any ornamental
lakes or water fear res located in the common areas.

7

8 A-6 The rates that were approved in Decision No. 70741 did not consider water sales

9 to golf courses, lakes, or water features. But adopting the 18 Best Management

10
Practices may add significant operation and maintenance costs to the Water

11

12
Company.

13 Q-7 Does that conclude your direct testimony?

14 A S

15
Yes.

15

17

18

19

20

21

22

23

24

25

26

27
1 St:aEf's Pre-Hearing Brief filed May 27, 2009.

28
added.

Page 10, Lines 5-6 emphasis

4



ATTACHMENT 3



BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

RESPONSE TO DATA REQUESTS

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

LB

19

20

21

22

23

24

25

26

27

28

Steve Wene, No. 019630
MOYES SELLERS & SIMS LTD.
1850 N. Central Ave. Ste. 1100
Phoenix, AZ 85004
(602) 604-2141
Attorneys for Wickenburg Ranch Water, LLC

KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB s'1.um1»

IN THE MATTER OF THE Docket No. W-03994A-0?-0657
APPLICATION OF WICKENBURG
RANCH WATER, LLC, AN ARIZONA
LIMITED LIABILITY COMPANY, FOR A
RATE ADHJSTMENT

Referring top. 3, lines 9-12 ofMr.Glotfelty's testimony, please provide

factual support for the following sentence: "Due to this limited amount of rainfall on

each lot, installing rainwater catchment systems is not cost effective for individual

homeowners." In your answer, please specifically explain why you believe that

"installing rainwater catchment systems is not cost effective for 'individual homeowners."

Response: Average rainfall in Wickenburg is 11.07 iNches (03225 feet) peryear. Let us

assume that a rainwater catchment system could capture 100% of the rainfall falling on a

2,000 square-foot roof, which would amount to 13,801 gallons annually. Small

catchment systems will cost approximately $6,000 to $8,000 to install. Amortizing

$6,000 in a 30-year loan at 5.5% interest rate raises the catchment system cost to

$31,124.33 per unit or a total cost to the Wickenburg Ranch project of $72,332,942.92

SO1-1



1

2

3

4

5

6

'7

8

9

10

11

12

13

14

15

i s

This does not include operation, repair and maintenance costs, which can be quite high.

For example, an adequate submersible pump can cost $900, not including the cost for

installation.

Next assume that the residence had only 900-square feet (.021 acres) of grass and

absolutely no other irrigation for trees, ornamental plants, or gardens. owing that the

annual initiation demand for that amount of turf is 4.9 acre-feet per year, the demand for

that grass is about 32,989 gallons. This means that even if the catchment system had a

100% efficiency rate, it could meet only 42% of the Mrs demand, falling short ofmeeting

this demand by 19,188 gallons annually. That is why it is fair to say that rainwater

catchment systems can reasonably and accurately be categorized as not cost effective for

individual homeowners. In addition, due to seasonal storm patterns, a larger portion of

the precipitation occurs during the monsoon season and in the winter months.

Set forth below is a chart showing the average precipitation by month based upon the

historical precipitation for the Wickenburg area versus the irrigation requirements of a

typical single family residential unit (assuming a 2,000-square it roof and a 0.2-acre yard)

based upon the Wickenburg Ranch Designation of Adequate Water Supply.

17

Month
18

Avg.
Preclp.
(Inches)

Avg. Precip.
(f€¢i)

Variance
(gallons)

19

20

21

22

23

24

January

February

March

April

May

June

Jury

August

September

October

Nauember

December

1.19

1.22

1.04

0.49

0.17

0.13

1.30

1.92

1,14

0.66

0.76

1.18

25

26

0.099
0.102

0.087
0.041

0.014
0.011
0.108

0.150
0.095

0.055
0.083

0.095

Avg.
Irrigation
Demand
(gallons)

1,949

2,654

4,483

6,692

8,251

8,316

8.706

8,251

8,237

4,678

2,794

1,81 Q

-465
-1143

-3186
-6081

-8039
-8154
-7085

-5857

-481B

-3855
-1846

-348

27

28

2



1

2

3

Based upon the aforementioned, a supplemental initiation system is required to meet

m̀°igation demand assuming 100%  utilization of rainwater for irrigation purposes, which

is unrealistic.

4

5

6

7

8

Based upon a standard home of 1800 square feet with a roof area of 2,000 square feet and

using the fionnula set forth in the High Desert Rain Catchment L.L.C. quote (see

Attachment 4) the average residential home would capture the following rainfall during

the year:

9

10
Montll

Avg.
Precise.
(inches)

Avg Precise.
( f ee t ) Efficiency

11

12

0.099
0.102
0.087
0.04113

14

15

16

17

January

February

March

April

May

June

July

August

Sep temb er

October

November

December

1 . 1 9

1.22

1.04

0.49

D.17

0 . 1 3

1.30

1 . 92

1 . 14

0.66

0.76

85%

85%

85%

85%

85%

85%

85%

85%

85%

85%

85%

85%18 1 . 18

0.014
0.011
0.108
0.160
0.095
0.055
0.063

0.098

Avg.
Rainfall
Capture
(ga l lons )

1 , 2 6 1

1 ,293

1 , 102

5 1 9

1 8 0

1 3 8

1 ,378

2 , 0 3 5

1 , 2 9 8

6 9 9

8 0 5

1 ,251

19

20

21

22 Month
Irrigation
D e m a n d
(gal lons)

Var iance
(gal lons)

2 3

24

25

26

27

28

Based upon this rainfall capture, the following illustrates the requirement for

supplemental irrigation demands using the potable water system:

A v g .
R a in f a l l
C a p t u r e
(gal lons)

1,261
1,293
1,102
51g
1 8 a

138
1,378
2,035
1,208

January

February

M ar ch

A p r i l

M a y

J u n e

J u l y

A u g u s t

S e p t e m b e r

1.949
2,664
4,-4a3
8,692
8,251
8,316
8,706
8,251
6.22.7

-5 8 8
-1,371

-3 , 381
-6,173

-8 ,071
~8,178
-7 , 328

-5 , 216

-5 , 029

3



October

November

December

699
805

1,251

4,578
2,794

1,819

-3,978
-1,988

-563

SO 1-4

1

2

3

4 Based upon the total annual irrigation demand of approximately 64,970 gallons par year

5 per residential home and the average rainfall capture of 12,000 gallons per year per

6 residential home, the average annual irrigation shortfall per home is approximately

* 52,970 gallons of water per year.

8

9

13 SO 1-2 Referring to p. 4, lines 19-21 of Mr. Glotfelty's testimony,please identify

11 where the Company has addressed or established "that there is sufficient groundwater

12 available to meet the potable water demands at Wickenburg Ranch."

13 Response: See Designation of Adequate Water Supply (DWR No. 700417.0000)

14 (establishing 1,224 acre-feet per year of groundwater is physically, legally, and

i s continuously available to meet the water company's water demand). See Attachment 1.

16

17 SO 1-3 Has the Company established there is sufficient groundwater available to

la meet the total (both potable and non-potable) rate demand at Wickenburg Ranch?

19 Response: Yes. See Response to SO 1-2. Further, Mr. Glotfelty testified that there is

20 sufficient groundwater available to meet the total (both potable and non-potable) rate

21 demand at Wickenburg Ranch and will do so again at the hearing.

22 Referring to p. 2, lines 10-11 of Mr. Brownlee's testimony, please identify

23 the "amended decision" referred to therein.

24 The decision referred to is Decision No. 70741, as amended by the

amendments at the hearing.

Response:

Referring to p. 3, lines 18-21 oflvlr. Brownlee's testimony, please provide

28 factual support for the following statement: "To purchase and install rainwater

25

26

27 SO 1-5

4.



1

2

3

4

catchments that will operate well in the arid Wickenburg area will likely cost

homeowners approximately $6,000 to $8,000." In you answer, please provide specific

support for your cost estimates .

Response: See Attachments 2, 3, and 4.

s

6

'7

8

9

1 0

12

1 3

14

15

16

17

18

19

20

21

22

23

24

25

26

27

SO 1-6 Referring to p. 3, lines 27-28 of Mr. Brownlee's testimony, please

specifically identify "the other developments in the area" referred to therein.

Response: The other developments in the area include those developments within the

Town of Wickenburg and other current and future nearby developments If Wickenburg

Ranch is imposing a cost of $31,124.33 per residential unit plus the ongoing cost of

maintenance, repair and replacement of the rain catchment systems to its housing cost

versus competitive developments, it will impair the success of the project. Wickenburg

Ranch is targeted toward active adult residents which mean that it is competing with Sun

City, Trilogy and Pebble Creek communities who do not have this condition being

imposed on them. In addition, this segment of consumer is very price conscious. In

addition, given the limited number of catchment systems in use, if this is requirements

home builders will shy away from building within the community due to warranty and

legal liability issues. The negative impacts will not only affect the developer of

Wickenburg Ranch, but the sales and property tax basis of Yavapai County, the State of

Arizona and employment within the construction industry within the State of Arizona.

SO 1-7 Referring to p. 4, lines 7-11 of Mr. Bro-wnlee's testimony, please

specifically explain why you believe that rain catchments "cause health and safety

concerns due to water stagnation and require significant maintenance in arid climates,

which is one reason the systems commonly fall into disrepair." Please specifically

explain how "water stagnation" occul's in rain catchment system. Please specifically

explain why such systems "require significant maintenance in arid climates," and please

specifically describe the land of maintenance that is required and the cost thereof

pa

5



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

i s

19

20

21

22

Finally, please specifically identify and explain the health and safety conccms to which

you refer.

Response: Based upon our research and discussions with master developer using this

type of system, rainwater catchments can cause health and safety concerns due to water

stagnation when water is left in storage. Depending upon the type of system used

captured water if left exposed is going to attract flies, mosquitoes and bees to the

moisture. This can cause serious health concerns, such as those associated with West Nile

virus. In addition, an open catchment basin (which is not practical in the desert

environment) in a storm or post storm condition will be full of water, which will be a

safety hazard for small children. . Water stagnation can occur in rain catchment

systems for a number of reasons. For example, submersible pumps are usually fitted with

a shutoff switch so when the water levels get too low, the submersible pump will trip off

so that it will not fail due to the presence of air. So when water levels are low and no

rainfall occurs, the catchment system will hold "dead storage" (i.e. stagnant) water for

quite some time. When the system is full due to heavy or continued weather conditions,

the systems do not recycle due to lack of irrigation demand. Unfortunately mother nature

is not a system which can be regulated so the ability to count of continuous flow through

the system is difficult unless supplemented with potable water. Even when mixed with

potable water the impurities in the rain water cause algae and other bacterial growth

within the irrigation system potentially causing health and maintenance related issues.

Water can be collected and left stagnant when people stop using the system or when a

residence is vacant.

23

24

25

26

Catchment systems require significant maintenance in arid climates because

problems arise as the pumps and rainwater catchment systems endure drastic changes as

their environment changes from wet to dry and from extreme heat to freezing. For

example, when a wet pump becomes dry, its seals dry out, crack and must be replaced.

The estimated cost to replace a submersible pump is $900. If the pump was not

28 submersible, problems can arise when water is 'm the system and freezing occurs.

27

6



1

2

3

4

s

6

7

8

9

10

13

14

15

Further, these systems can become clogged for many reasons, such as when screens are

not functioning properly or when the water lines leading to the catchment container have

dips that fill with sludge and sediments and algae growth within the system. During

heavy rain events, water catchment systems cannot hold all of the water. A significant

portion of the rain in Wickenburg on a monthly basis comes in one or two storms in a

month, limiting the ability of the catchment system to efficiently capture the water..

All types of maintenance are required. Water collections systems must be cleaned

routinely so the screens do not become plugged. Cleaning such systems will cost

approximately $50 to $100 per occurrence, unless the homeowner does the work

themselves.. Pump seals become dry and must routinely be replaced, othenvise, the

pump will be damaged and a new pump must be purchased. Some of these tasks may

require excavation. Some less-effective and less-durable pumps cost approximately $200

to $500 as replacements, but the vendors recommend pumps that cost approximately

$900. Plumbers charge approximately $75 to $100 per hour for the service. Moreover,

when roof systems are modified to hold water, they inevitably leak and in turn could

result in mold, or other water damage and the potentially lead to lawsuits. Lealdng roofs

can cost thousands of dollars in repairs.

16

17

18

19

20

21

22

23

24

25

26

27

S0 1-8 Referring to p. 4, lines 14-20 of Mr. Brownlee's testimony, please provide

any literature, planning documents, internal memos, or any other communication of any

kind that documents the intent to limit landscaping that has a large water requirement.

Response: The Community Design Guidelines will contain language outlining

planting requirements to limit landscaping that has a large water requirement. Those

Community Design Guidelines have not been completed; however, Wendell Pickett is the

person who will draft theses documents and is a witness who will testify to this intent and

the staff will have the opportunity to cross examine him on these issues. Additionally, the

Community Design Guidelines are enforced trough the Covenants Conditions and

28

7



2

3

4

5

6

7

8

9

10

11

12

13

14

15

1 Restrictions. The Covenants Conditions and Restrictions are a recorded deed restriction

against each individual property within the community.

SU 1-9 Referring to p. 4, lines 23-26 of Mr. Browrllee's testimony, please state

how much rainwater a rain catchment system must capture in order to work effectively.

Please identify how much rain is expected in the Wiekenburg Ranch area.

Response: It depends upon the type of system and irrigation water demand. For

example, at a typical residential lot, to operate effectively, a rainwater catchment system

must have at a minimum approximately 250 gallons held in storage, for each irrigation

cycle. This does not include "dead storage" needed to ensure the submersible pump can

operate. In simple terms this would mean that die system has to have a steady flow of

250 gallons per day to be utilized for irrigation purposes on a year around basis. in the

mondls of May (.5" rainfall), June (. 1 " rainfall) and July (.2" rainfall) it is not practical to

think that you will have sufficient rainfall to support initiation using the system. The

typical system has 2500 gallons of storage, in a .1" rainfall the system would collect

gallons, this is for Me entil'e month of June. See also Response to SO 1-1.

16

17

LB

SO 1-10

19

20

21

22

23

24

25

26

27

CB

Refining to p. 4, lines 26-28 of Mr. Brownlee's testimony, please

specifically identify the "maintenance issues with algae growth." Please specifically

identify the causes and associated problems with "clogged lines and heads within the

irrigation system." Finally, please identify how homeowners would bypass the system

and the problems associated with such efforts at bypass.

Response' Algae grow occurs to the impurity in the rain water and in the system and

needs to periodically be flushed or removed. This is a process which the normal

homeowner is not familiar with and will most likely neglect. Algae growth will cause

clogging of the system and screens.. The maintenance related issues are burdensome and

expensive as compared to a potable irrigation system.

Homeowners can and will bypass Me system by using a hose, connecting the

irrigation distribution lines to the home's potable water plumbing, or connecting the

8



2009 2,10 2011 2012 2013

New Customers 0 194 350 378 444 414

1

2

3

catchment system to the potable water system. This could cause serious concerns to the

entire community due to backflow issues. DOESN'T EACH HOME HAVE TO HAVE

A BACKFLOW PREVENTOR?

4

5 SO 1-11

6

Referring to p, 6, lines 17-20 of Mr. Brownlee's testimony, please provide

an estimate of when the Wickenburg Ranch development will be sufficiently built-out to

supply the golf course with effluent sufficient to meet all of the golf course's irrigation

a demand. Please provide a year by year estimate of amount of groundwater that will be

9 displaced by effluent between now and the time when build-out will be sufficient to

10 provide all of the golf course's irrigation needs with effluent.

11 Response: See Decision No. 70741 at page 7. The Company has already provided the

i i estimated connections from2008 through 2013 (six years) is as follows:

7

14

15

16

17

18

2008...

19

20

Internal market analyses confirmed these estimates were reasonable. However, due to

project delays, due to economic conditions these estimates will be pushed back another

year or two. While this is purely speculative, the Company believes that there will be

enough effluent to meet golf course demands within l[} to 15 years from the date that

project lot sales begin.21

22

23 SO 1-12 Referring to p. 2, lines 17-18 of Mr. Pickett's testimony, please specifically

describe the "health and safety issues that can arise due to retaining storm water on lots."24

25

25

27

Response: See Rfbsponse to SO 1-7.

28 Referring to p. 2, lines 22-23 of Mr. Pickett's testimony, please define an

"average golf course in the central Arizona area" as that term is used in your testimony.

SO 1-13

9



2

3

4

SO 1-15

23

1 Please describe the specific features ardor designs by which the Wickenbnrg Ranch golf

course will use 35% less water than the average golf course in the central Arizona area.

Please compare and contrast the water usage of an "average golf course in die central

Arizona area" with the anticipated water usage of the Wickenburg Ranch golfcourse.

5 Response: An average golf course in central Arizona has 90 acres of tori; a small lake,

6 and other low water demand vegetation. The Wickenburg Ranch golf course will have

7 64 turf acres, which is about 27% less Mi Turf limits are delineated in a very efficient

a manner in sprinkler head spacing and sprinkler delivery to gain the overall 35% water

9 reduction in comparison to typical Central Arizona golf courses. The estimated water

10 demand for the golf course is 284 acre-feet per year.

1 1

12 SO 1-14 Referring to p. 3, lines 8-16 of Mr. Pickett's testimony, please state whether

13 it is the Company's conclusion that "pending catchment" systems are not suitable for the

14 Wickenburg Ranch development. Please specifically explain the reasoning underlying

15 the Company's conclusion as specifically related to Wickenburg Ranch.

16 Response: Pond catchment systems are not suitable for Wickenburg Ranch. Setting

17 aside the health and safety concerns, the project consists of small lots for an age-targeted,

18 second home market and is zoned accordingly. The project lots relative to that market do

19 not have room for pond catchments. The project density will not readily accommodate

20 either pond catchment basins or containers in those lot sizes.

21

22 Referring to p. 4, line 17 of Mr. Pickett's testimony, please specifically

explain why you believe that "container systems are not cost effective." Please provide

24 cost estimates to explain your answer.

Response: See Responses to SO 1-1 and 1-5 .25

26

27 SO 1-16
28

Referring to p. 4, lines 23-27 of MI. Pickett's testimony, please identify and

provide the specific information relied upon by Mr. Pickett when he formed the opinion

10



1

2

3

4

5

6

that, in Santa Fe and Tucson, "the general consensus is that they (rain catchments) did not

work well and the public opinion of these systems was negative."

Response: Mr. Pickett states: "I have formed my opinion based on having clients in

Santa Fe, Central New Mexico and Tucson areas, who are either currently dealing with

zoning issues related to catchment basins or dealing with jurisdictions who are

considering them. All feel they are an unreasonable expense and they arc not a useful

tool."'7

8

9

10

11

12

13

14

15

SO 1-17 Refining to Mr. Plants' testimony, please provide a copy of his resume,

including a description of his educational background and professional qualifications and

experience

Response' Mr. Platt is being offered as a lay witness and not an expert. So, Mr. Platt's

profession and educational background is not relevant. Nevertheless, Mr. Platt received a

high school diploma from Lyman High School in Lyman Wyoming. Professionally, Mr.

Platt worked in the oil and gas industry for many years and is now retired. He now buys

and sells property for income. Mr. Platt does not have a resume.

Referring to p. 2, lines 5-11 of Mr. Platte' testimony, please identify every

specific fact, analysis, conversation, document, or communication of any kind that he has

relied upon in reaching the conclusions set forth therein.

SO 1-18

24

16

17

LB

19

20

21

22 Response: This question is overly-broad and Mr. Platt and Wickenburg Ranch reserve

23 the right to supplement this answer. The following response consists of certain material

and relevant communications that MI. Platt has relied upon. To form his opinion, Mr.

Platt is relying upon conversations that took place with P.E. Davin Beaner and Tom

Worley. He has also been informed by MY company representatives that the cost of

water catchment systems to be installed will cost approximately $6,000per home. Mr.

25

26

27

28

e.

11



1

2

Platt has reviewed the witness testimony offeredby Marvin Glotfelty, Peter Chan,

Wendell Pickett,Bill Brownlee and Steve Oleo.
3

4 DATED June 8, 2009.

5 MOYES SELLERS & SIMS, LTD.

6

7

8

QW ,w/v
Steve Were
Attorneys for Wickenburg Ranch Water

9

10

11
Original and thirteen copies
Filed June 8, 2009 with:

12

13

14

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

15

16

17

18

Kevin Torrey, Attorney
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

19

20

21

22

Steve Oleo
Utilit ies Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

23

24

25

26

27

28
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ARIZONA DEPARTMEWT OF WATER RESOURCESi 1

Office of Assured and Adequate Water Supply
3550North Central Ave..2" Floor, Phoenix. Arizona 850IN

Telephone 602 77 I -8585
Fax602771-8689

Janet Napolitano
Governor

February ll, 2008 Herbert R. Gllelrfher
Director

CDC Wickenburg Water, LLC
Jason Rowley, Esq.
1550 E. Missouri Ave. Ste. 308
Phoenix, AZ 85014

Re: Designation of Adequate Water Supply (DWR No. 48-7004 i 10000) CDC Wickenburg Water, LLC

Dear Mr. Rowley:

I am pleased to inform you that the Department nflWat¢r Resources has approved the application f̀ or a
l)e:;ignation of Adequate Water Supply for CDC Wickenburg Water. We have enclosed the formal
Decision and UMar. The Decision and Order includes an itemization of CDC Wickenburg Water's
responsibilities in maintaining the Designation.

CDC Wickenburg Water's status as a designated water provider demonstrates that CDC Wickenburg
Water is taking a long-term perspective in managing water resources. CDC Wickenburg Water's
commitment to long kzlTnplanning represents amajor contribution to the State'swater managementgoal.

If you have any questions regarding these documents,please contact me at (602) TT] -8585.

Sig,Q9'rely

}oh1}/Scllneeman, Manager
i'8'6f Assured & Adequate Water Supply

JS/rbo

CC : Mr. Roy Tanney, Arizona Department of Real Estate
Steve Corell, Clear Creek Associates



DEPARTMENT OF WATER RESOURCES

BEFORE THE DIRECTOR

AWS No. 2007-009
4

DEClSlON AND ORDER
5

IN THE MATTER OF THE APPLICATION OF
CDC wlcKenBuRG WATER, LLC
FDR A DESIGNATION AS HAVING AN
ADEQUATE WATER SUPPLY

)
)
1
)
) No. 4~0-700417.0000

lNTRODUCT!ON

On September 25, 2007, the Department of Water Resources (Department) received an

9 application fromCDC Wickenburg Water, LLC (CDC Water) requesting that the Department designate

10 CDC Water as having an adequate water supplypursuant to A.R.S. § 45-108 and A.A.C. R12-15-714.

After receiving CDC Waters application for a designation of adequate water supply, the

12

13

Department reviewed relevant information regarding the designation request, including: 1) the hydrologic

information on file with the Department for the proposed source of groundwater supply; and 2) information

14

15

regarding CDC Water's financial capability to construct the necessary delivery system, treatmentworks

and storage facilities. Based on that information, the Department makes the following Findingsof Fact,

16 Conclusions of Law, and Order of Designation and Conditions of Designation;

If. FINDINGS OF FACT

A. General

3.

2.

1. CDC Water is a private water company. subject to the jurisdiction of the Arizona Corporation

Commission (ACC).

CDC Water provides water serv ice within the territorial boundaries of its certif icate at

convenience and necessity (CC8 N}, as approved by the ACC.

CDC Water currently serves water through its distribution system to its customers.

I.



1 B. Water Demands

2 CDC Water's current demand as of calendar year 2006 is 278.44 acre-feet per year (current

3 demand).

4 CDC Water's committed demand as of calendar year 2006 is 0.00 acrefeet per year (committee

5 demands.

6 6.

7

C80 Water's projected demand in 2013, the sixth calendar year from the date of application, is

945.54 acre-feet (2013 projected demand). The 2013 projected demand does not include the

8 current demand or the committed demand, but does include the annual demand at build-out at

9

10

plays reasonably projected to be approved and customers reasonably projected to be added

through calendar year 2013.

11 CDC Waters annual estimated water demand in 2013, which is the sum of its current demand,

12 committed demand, and 2013 projecteddemand, is 1224.00 acre-feet per year.

13 c. Groundwater: Physical. Continuous and Legal Availability

14 CDC Water has the right m withdraw and deliver groundwater to its customers pursuant m A.R.S.

15 §45-453.

15 Historic hydrologic information demonstrates that depth-to-static water levels within the CDC

17 Water service area currently average 425 feet below land surface.

18 1 EL CDC Water has demonstrated that after withdrawing 1224.00 acrefeet per year of groundwater

for 100 years, the depth»to-static water level within CDC Waters service area is not expected to19

20 exceed 1200 feet below land surface.

21 11. CDC Water has demonstrated that it has wells of sufficient capacity to satisfy its annualestirnatec

22 groundwaterdemand of 1224.00acre-feet per year for at least 100 years.

23 D. Water Quality

24 12. CDC Water will be regulated by the Arizona Department of Environmental Quality as a public

water system pursuant to A.R.S. §§ 49-351, et seq.25

4.

7.

9.

5.



E. Financial Canabilltv

2 13. On June 29, 2007, a "Water Facilities Extension Agreement" (Agreement) was executed between

CDC Water and JVT Investors, LLC, an Arizona limited liability company (JET). The Agreement

states that JVT shall fund construction of water system improvements inciudingz distribution lines_

wells. storage tanks, and booster stations to support water service by CDC Waterier the existing

CC8N. Upon completion of construction, said improvements shall become the sole property al!

CDC Water.

14. CDC Water has demonstrated capability for financing the construction of adequate delivery,

storage, production and treatment works through the Agreement.

111.

Having reviewed the Findings of Fem. the Department makes Me following Conclusions of Law:

CONCLUSIONS OF LAW

1 CDC Water has demonstrated that 1224.00 acre-feet per year of groundwater will be physically

available, continuously available and legally available for at least 100 years, which is sufficient tr:

meet its annual estimated water demand in 2013, of 1224.00 acre-feet per year. See A.A.C.

R12-15-715, R12-15-717 and R12-15-7t8.

The water supply served by CDC Water will be of adequate quality pursuant to A.A,C. R12-15-

719.

CDC Water has satisfied the financial capability criteria prescribed in A.A.C. R12-15-720.

CDC Water has satisfied all the requirements for a designation off an adequate water supply,

!V. ORDER OF DESIGNATION AND CONDITIONS OF DESIGNATIDN

Having reviewed the Findings of Fact and Conclusions of Law, the Director hereby issues this

Decision and Order designatingCDC Water as having an adequate water supply, subject to the following

conditions:

The Director reserves the right under A.A.C. R12-15-715(C) to periodically review and modify the

2.

4.

3.

1.

designation for good cause as conditions warrant.



1 Pursuant to A.A.C R12-15-715, the Director may revoke this designation at any time if the

2 findings of fact or the conclusions of law upon which the designation is based change or are

3 invalid, Ar if an adequate water supply no longer exists.

4 The Director's determination that an adequate water supply exists for CDC Water is based on its.

5 review of the water supply pledged by CDC Water,

6 CDC Water shall submit an application to modify this decision and order designating CDC Water

7 as having an adequate water supply to increase the term of the designation when the sum of

8 CDC Water's current demand, committed demand and two-year projected demand exceeds

9 1224.00 acre-feet, or by January 1, 2012. whichever is earlier.

10 Pursuant to A.A.C. R12-15-719, CDC Water shall satisfy any state water quality requirements

11 established for its proposed use after the date of this designation.

12 CDC Water shall annually provide to the Department the following information in the manner

13 prescribed in AA.C. R12-15-715:

14 The projected demandat bui1d~out for customers with which CDC Water has entered

15 into a notice of intent to serve agreement in the calendar year.

16 An estimate of the demand of platted_ undeveloped lots located in CDC Water's service

17 area |

18 A report regarding CDC Water's compliance with water quality requirements.

19 The depth-to-static water level of ail wefts from which CDCWater withdrew water during

20 the calendar year.

21 The tcstal quantity of water from any source, withdrawn, diverted, or received by CDC

22 Water for its customers' residential and non-residential use during the previouscalendar

23 year.

24

25

4.

3.

2.

5.

6.

d.

c.

e.

b.



1

2

Any other infolTnation requested by the Director to determine whether CDG Water is

continuing to meet ail the requirements necessary to maintain this designation of

3 adequate water supply.

4

5 IT IS HEREBY ORDERED THAT CDC WICKENBURG WATER, LLC BE DESIGNATED AS

6 HAVING AN ADEQUATE WATER SUPPLY UNTIL DECEMBER 31, 2013.

7 DATED this if day of 8l/A zoos

8

g

10

/ l
eN Ag, GnlentheT

l F € c f o f  v
Arizona Department of Water Resources

11

12

H-M : 2008,
13

A copy of the foregoing
Decision and Grder mailed
by certified mail Rh's

day of
to the foilowirng;

14

Certified Mail n~:>.7 0 o £  z  7 4 8  e u o z f i f r f o z l a
15

Sent by: %'~
16 Rick Dbenshain

17

18

CDC Wickenburg Water, LLC
do Jason C. Rowley, Esq.
1550 E. Missouri. quite 300
Phoenix, AZ 85014

19 First class mail copies to:

20

21

22

Mr. Raw Tanney
Director of Real Estate Subdivisions
Arizona Department of Real Estate
2910 N. 44th Street
Phoenix, Arizona 85018

23

24

25

Steven w. Corel!
Clear Creek Associates
6155 E. Indian School Rd.
Suite 200
Scottsdale. Arizona

f.

85251
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HI 4222 E Camelback Road
SuiteHIGH

Phoenix AZ 850/8
Phone 602.386J'8'25

Far 866.849, 1245m3compm1les

MY Memorandum

To: Bill Brownlee

From: Tom Worley

Date: May 13, 2009

Summary of Teleconference with Isaac Pine Regarding Rain Catchments

On Monday, May 1 l I had a telephone conversation with Ike Pine, SucCor's Santa Fe, NM
General Manager, regarding the installation, operation and maintenance of residential rain
catchments.

In regards to the installation of rain catchment systems, the costs are extremely high, averaging
approximately $6000 per Lmjt. That cost includes the cistern, submersible pump and electronics
to operate the system. Amortizing that cost in a 30-year loan at 5.5% interest would cost die
homeowner $31,124.33. Not included in the $6000 per unit cost are the drainage modifications
to the house itself. There are two methods to collect the storm water runoff from the root The
first method is to tilt the roof in one direction so the water ponds in a central location, then drains
into down spouts connected to the cistern. Structural modifications to the roof are required due to
the additional load imposed by the pop-ding water because the water must he held on the roof to
allow it time to drain into the cistern instead of running off the roof immediately. The second
method is to connect every down spout from the roof to an underground piping system that runs
to the cistern. Piping the down spouts from the front of the house to the rear where the cistern is
located can create grading problems or excessively deep pipes. The deer pipes are the result of
having to insure there is adequate tall from the front of the house to the rear to drain the pipes so
water does not stagnate in the pipes.

Operationally, the rain catchment systems are extremely inefficient. In dry climates like
Wickenburg, they are only full when it is raining, which is not a regular occurrence. As a result,
after the first watering, the cistern is empty until the next rain storm, therefore a supplemental
in-igation system is required to water lawns and plant material between rain storms. Also, rain
catchments are not large enough to store huge volumes of water. Residential cisterns are sized to
hold between 500 to 2500 gallons. Typically, they will hold enough water for one irrigation
cycle. As a result, during monsoon season when there are more frequent storms and the irrigation
system is shut oft home owners will not capture the excess rain water. It will simply run to its
natural discharge point. In Ike's experience, most residents will use a hose to fill their cistern
between stones so their yard is irrigated. More water conservation is achieved by installing an

Re:



v1 L .
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4222E Camelback Road
Suite H/00

Phoemlr AZ 85018
Phone 602_386. I325

Fax 866849. IZ45

irrigation system with moisture monitoring capabilities that automatically Tums off the irrigation
system during rain events then by attempting to capture water with a catchment system.

There are maintenance problems associated with rain catchment systems also. First, the
submersible pumps are made to operate in a wet environment. Given the infrequency Efrain
storms, the pump seals typically dry out and must be replaced on a regular basis. If the pump is
operated with cracked, dried out seals, they will fail and must be replaced. Also from SucCor's
experience, when roof systems are modified to hold water as outlined in the first paragraph, they
inevitably leak. Leaking roofs in tum cause mold and the mold will lead to lawsuits.

Based on the issues outlined above, SucCor has discontinued the installation of rain catchment
systems.
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Heads
333 5

LANDSCAPE coutnmcwns P R o P o S A L

615/2009
Wickenburg Ranch Water Company
William I. Brownlee, Manager, the MY Companies
4350 E. Camelback Road
Suite E250
Phoenix, Arizona 85018

Re: On Lot Cisterns (rainwater catchment)

Dear Williams

SCDPE OF WORK

Heads Up will prow'de cisterns per our plan dated 4-2-07 at the above referencer project as follows, to include:

1 pump -Tsurumi TS215V per house.

Provide and place all elecu°1lcaI workassociated withcistern. Mounted outside.

All backfill at cistern to be water tamped to prevent settling .

Pump to be place in protective boxes model # 1730-18. Place on concrete.

Provide and place 9" square grates with catch basin at each down spout.

Provide and place 1 - 100 Micron spin filter.

Provide and place 1 - RMI 800 gallon below ground approximately 10" with manhole for accessibility.

Down spouts to receive 2"-4" cobble to a depth of 4" and approximately 4' x 5'

Provide and place plc finer at all down spouts.

Provide and place S 8= D 4' drain pipe.

Provide and place 4" Wye line alter.

Provide and place pump start relay,

Provide and place electrical float switch.

Provide and place 6" sand base under cistern.

Note: System designed for 10 GPM at 40 PSI static.

CONTRACTPRICE

$6,000.00 plus tax (Per cistern. (This price is for a local company to do the install).

N9i€: This price assumeswe can spread dirt acrossyard. This does not include hauling off dirt or dump fees from removals.

Note: This price does not include make up water to auto till tank from potable water system.

Page 1 Rf 3



In addition to dasignlbuild, Heads Up also offers Grounds Management services in order to more completely serve our clients.
We offer those design/build customers an extended warranty of an additional .year beyond our one year construction warranty
when they contract with us for a yearly maintenance contract. Heads Up feels strongly that by maintaining the landscape we
have installed, it insures you the customer long term quality in your landscape,

PAYM ENT TERM S

Progress billings on the 25th, net due the following 10th.

TERMS AND CONDITIONS

This quotation is firm for so days and change in plans or scope may result in a change in price. Prices are subject to change.

TIME AND MATERIAL

$85.00 per hour for Equipment and Operator
$33.00 per man-hour for Labor

EXCLUSIONS

Tax, bond. responsibility for tire marks on asphalt or concrete, responsibility for drainage or damage to unmarked utilities,
grading, other removals, maintenance, and access to area.

GRADES

Grades assumed to be plus or minus .1 O feet to subgrade at commencement unless otherwise noted in this proposal.

Additional grading required to bring grades to tolerances noted above will be charged as an extra cost at the rate of $85.00 per
hour for equipment and operator and $33.00 per man-hour for labor.

MOBILIZATION

one move~on for irrigation sleeving and one move~on for balance of work quoted. Additional move-ons willbe charged at
$1 ,250.00 each.

GUARANTEES

All work will be done in a workmanlike manner and premises left broom clean.

Heads Up shall repair or replace any part of the construction work performed by Heads Up, including the irrigation system, in
which a defect in material or workmanship appears within one year from the date of Final invoice and which, within such one-
year period, is brought to the attention of Heads Up.

Guarantee is contingent upon proper maintenance by Owner. Heads Up will provide recommended maintenance procedures.

Under no circumstances will Heads Up be liable for any consequential or incidental damages resulting from any
defect in materials or workmanshipor from the performance or non-performance of the work proposedherein.

Page 2 of 3



COMPLETION DATE

Estimated time required to complete job is approximately  3 working days percistern.

If the Parties are unable to resolve any dispute within Efteeri (15) calendar days of the occurrence of the event or circumstances
giving rise to the dispute, the dispute may be submitted to mediation upon the mutual agreement of the Parties- In the avant the
Parties do not agree to mediate the dispute or are unable to resolve the dispute through mediation, then the dispute shall be
resolved by binding arbitration. Such arbitration shall be governed by the New Mexico Uniform Arbitration Act, NMSA Isis §
44-7A-1, et seq. as amended. A Party submitting a dispute to arbitration shall give the other Party a timely Demand for
Arbitration and such Demand for Arbitration shall describe the nature of the dispute and the amount in controversy. The Parties
shall then jointly select an Arbitrator and, failing such mutual agreement, the Arbitrator shall be appointed by a District Court
Judge from Bemalillo County New Mexico. The arbitration shall be held in Albuquerque. New Mexico. Discovery shall be
by agreement of the Parties or as ordered by the Arbitrator, provided that the Parties shall comply with the following minimum
discovery requirements: at least twenty (20) calendar days prior to the arbitration, the Parties shall exchange an exhibit list,
copies of all exhibits to be used at the arbitration, a list of witnesses and a summary of the matters as to which each witness is
expected to testify. The Parties shall split all costs and fees of the mediator and Arbitrator. The Parties shall each be
responsible for their own costs, expert fees and attorney fees in any mediation or arbitration, except that the Arbitrator may
award costs and attorney fees to a successful lien claimant in his or her discretion pursuant to NMSA 1978 Section 4B~2~14 as
amended. This agreement to arbitrate shall be specifically enforceable under the prevailing arbitration law of the State of New
Mexico.

The costsofany additional overtime wages, week~end work, work out of sequence, or other expenses incurred due to failure of
the Owner/General Contractor tn properly schedule Heads Up within above time frame will be reimbursed toHeads Upby the
Owner/General Contractor.

Notice: Neither the Contraclol's License Bond or the license Issued under 60-13-19 of the Construction Industries Licensing Act
protects the consumer if the contractor defaults on this contract.

SIGNATURE

Submitted by:
EddiePadilla
Heads Up Landscape Ccvnlractors Inc.
P,O. Box10597
Albuquerque,New Mexico 87174-0597
Telephone:505-898-9615
Fax: 505-898-2105

Date :

Approved By: Date:
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l

High Desert Rain catchment, LLC
PO Box 13008
Prescott, Arizona 86304
(928) 308-5992 Email: hiqhdesertrain@gmail.corn

Attention: Marvin Gtotfelty

Ph-
Fax-

(480) 659 - M31
(480) 659 - 7143

Here are some Bali Park numbers for you- The cost on these numbers ~'8an range greatly due to
site conditions 8. tank size. In the design inf any system we start out this a water budget to size
the system for the home-

High Desert Rain Catchment- Specializes in Rainwater Harvesting 8. Greywater Systems.
Through the use of these systems it is possible to create a lush oasis landscape in the desert
without the need for supplemental water from municipal or well water sources.

High Desert Rain Gatchment- Our Average installed Price per Garlen is $2-25 / gallon of storage
capacity for a sirnpte feed gravity system. This is adequate for most home gardens.

The next step up from a simple gravity feed system would be a Rainwater Harvesting system
inter-tied to the irrigation system. Approximate cost is $2.40 I gallon of storage capacity. This
allows a homeowner to use all the existing irrigation controllers and systems & integrates a
rainwater system in a way the homeowner has to do nothing but set the irrigation controls as
normal.

Every drop counts so we don't discourage capturing rainwater no matter how small the amount
is. However the average system size for residential irrigation use is about 2,600. The
approximate payback time on such a system is 7 to 10 years (depending onwater cost and
landscape needs). .

2,800 gallon Gravity Feed System
2,600 gallon Irrigation Inter-tie Rain Harvesting System

$5,850
$6,240

Calculating Roof water Runoff
(Roof Surface Area) 1 Rainfall (ft.) x 7.48 gaIlons3l°*x -85 = Total net Runoff

\l
I

Dana 3evd WML stsasvvezs 6,'3'E`[ Baez/va/era
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23 Original and thirteen (13) copies
of the foregoing were filed this

24 27"' day of May, 2009 with:

25

12

13

14

19

15

18

16

11

10

17

9

4

3

6

8

5

7

2

l

I COMMISSIONERS

IN THE MATTER OF THE APPLICATION OF
WICKENBURG RANCH WATER, LLC
(FORMERLY CDC WICKENBURG WATER,
LLC) FOR APPROVAL OF A RATE

.ADJUSTMENT

Steven M. Oleoof the Utilities Division in the above-referenced matter.

RESPECTFULLY SUBMITTED this 27th day of May, 2009.

KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP
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Steve Wane,Esq.
Mayes Storey Law Offices
1850 North Central Avenue, Suite 1100
Phoenix, Arizona 85004

1 Copy of the foregoing mailed this
2 27 day of May, 2009 to:
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David Green
Wickenburg Ranch Water, LLC
c/o MY Builders
4222 East Camelback, H100
Phoenix, Arizona 86018
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Direct Testimony of Steven M. Oleo

Docket No. W-03994A-07-0657

Page 1

i
1

1

2

INTRODUCTION

Q- Please state your name and business address.

3 Steven M. Oleo, 1200 West Washington, Phoenix, Arizona, 85007.

4

Q-
1

5

6

By whom and in what capacity are you employed?

I

7

8

am employed by the Arizona Corporation Commission ("Commission") as the Assistant

Director for the Utilities Division ("Division").

9

10

11

12

Q- Please state your educational background.

I graduated from Arizona State University ("ASU") in 1976 with a Bachelors Degree in Ciwil

Engineering. From 1976 to 1978, I obtained 47 graduate hours of credit in Environmental

Engineering at ASU.

13

14

15

16

17

Q- Please state your pertinent work experience.

18

19

20

21

From April 1978 to October 1978, I worked for the Engineering Services Section of the

Bureau of Air Quality Control in the Arizona Department of Health Services ("ADHS"). My

responsibilities were to inspect air pollution sources to determine compliance with ADHS

nils and regulations ,

22

23

24

From November 1978 to July 1982, I was assigned to the Technical Review Unit of the

Bureau of Water Quality Control ("BWQC") in ADI-IS (this is now part of the Arizona

Department of Environmental Quality ["ADEQ"]). My responsibilities were to review water

and wastewater construction plans for compliance with ADHS rules, regulations, and

Engineering Bulletins.

E

I

A.

A.

A.

A.

I

n
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1

2

3

4

5

6

From July 1982 to August 1983, I was assigned to the Central Regional Office, BWQC,

ADHS. My responsibilities were to conduct construction inspections of water and

wastewater facilities to determine compliance with plans approved by the Technical Review

Unit. I also performed routine operation and maintenance inspections to determine

compliance with ADHS rules and regulations, and compliance with United States

Environmental Protection Agency requirements.

7

8

9

10

11

From August 1983 to August 1986, I was a Utilities Consu1tant.fWater»Wastewater Engineer

with the Division. My responsibilities were to provide engineering analyses of Commission

regulated water and wastewater utilities for rate cases, financing cases, and consumer

complaint eases, also provided testimony at hearings for those cases .

12

13

14

15

16

From August 1986 to August 1990, I was the Engineering Supervisor for the Division. My

primary responsibility was to oversee the activities of the Engineering Section, which

included one technician and eight Utilities Consultants. The Utilities Consultants included

one Telecommunications Engineer, three Electrical Engineers, and four Water-Wastewater

Engineers. I also assisted the Chief Engineer and performed some of the same tasks that I

had performed as a Utilities Consultant.

17

18

19

20

21

I

22

23

In August 1990, was promoted to the position of Chief Engineer, My duties were

somewhat the same as when I was the Engineering Supervisor, except that I was less

involved with the day-to-day supervision of the Engineering Staff and more involved with

the admin strative and policy aspects of the Engineering Section.

I
t
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1

2

3

In April 2000, I was promoted to my present position as one of two Assistant Directors of the

Division. In this position, I assist the Division Director in the policy aspects of the Division.

I am primarily responsible for matters dealing with water and energy.

4

PURPOSE

Q. What was your assignment in this case?

5

6

7

8

9

To provide the Utilities Division Staffs ("Staff") response to the testimony filed by

Wickenburg Ranch Water, LLC ("Wickenburg Ranch" or "Company").

10 Q,

A.

What is the purpose of this retiled testimony?

In providing Staffs response to the Company's testimony, this testimony will discuss why

Staff believes it is in the public interest for Wickenburg Ranch to adopt a proactive water

conservation program.

11

12

13

14

15

16

Q-

17

18

19

20

Would you please summarize your testimony?

Commission Decision No. 70741 prohibits the Company from using groundwater in

ornamental lakes and water features or to irrigate the golfcourse. Staff believes that this is a

reasonable requirement since it will conserve groundwater use by the Company, may delay

the need for acquiring additional wells, and will provide energy and O&M expense savings

related to the Company's pumps and other equipment. In addition, the Company has already

stated that it does not plan to sell groundwater to the golf course for irrigation purposes.21

22

23

24

25

26

I

A.

A.

Commission Decision No. 70741 also requires the Company to implement at least ten (10)

Best Management Practices ("BMPs"). Staff believes that this is a reasonable requirement

because these BMPs will promote the efficient use of groundwater through conservation.

The Company should be required to provide further detail and explanation as to exactly how

I

I
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1

2

it will implement those BMPS that it has chosen. The Company should also be required to

submit proposed tariffs for any of those BMPS that would impose requirements and or

charges/fees on customers, or require the Company to provide rebates/payments to

customers.

3

4

5

6 Commission Decision No. 70741 requires the Company to propose tariffs for implementing

low-water~use landscaping and rainwater catchment as conditions of service. Staff believes

that this is a reasonable requirement because this too will promote the efficient use of

7

8

9

10

11

:

F

:

groundwater through conservation. With regard to proposed tariffs for low-water-use

landscaping and rainwater catchment systems as conditions of service, the Company should

be required to submit such proposed tariffs along with as much detail as possible to allow the

Commission to fully consider such proposals to determine whether or not they are practical

and cost-efficient.

P
E
I

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

Finally, Commission Decision No. 70741 requires the Company to work with the wastewater

provider to obtain effluent for the golf course, etc. This requirement is reasonable because

the use of effluent will also conserve groundwater in the area, which will have a beneficial

effect on both the efficiency of the Company's plant and system and die quality of service

that the Company's ratepayers experience. In addition, it appears that the Company already

plans to use effluent to irrigate the golf course.

I

22 BACKGROUND

When was WickenburgRanch first certificated as a public service corporation?23

24

Q-

A. November 22, 1972. Please see footnote #1, page 4, Decision No. 70741 _
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Q, Has the Company ever had any customers?

No. Please see Finding of Fact No. 2, page 4, Decision No. 70741 .

Q- Please describe how Staff approached the Company's rate increase application in this

docket.

Because the Company had no customers and no existing plant that would be used for the

planned development (Finding of Fact No. 3, page 4, Decision No. 7074l), and because the

original rates for Wickenburg Ranch had been established with its original Certificate of

Convenience and Necessity ("CC&N") (Finding of Fact No. 1, page 4,Decision No. 7074l),

Staff approached this rate application as if it were a new CC&N application for ratemaldng

purposes. If Staff had analyzed this rate application as a typical rate application, Staff

probably would have recommended no rate increase or may have even found the application

to be insufficient due to lack of actual operating data.

Q- So are you saying that this was an unusual rate application?

Exactly. I do not recall ever seeing a rate increase application for a company that had been

certificated for approximately 35 years, where the company had no plant and no customers,

That is why, for rate setting purposes, Staff basically treated Wickenburg Ranch as a start-up

company,

CONSERVATION BEST MANAGEMENT PRACTICES

Q. Are there reasons why groundwater conservation programs would be appropriate for

efficient operation of a water system?

I

li

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

A.

A.

A. Groundwater in Arizona is a precious resource that should be handled as such. The wasteful

or inefficient use of groundwater could result in higher operational costs due to increased

wear and tear on equipment and additional energy costs. It could also result in the need to
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I

2

3

4

develop additional wells sooner than would otherwise be necessary or that might not be

necessary at all to keep up with demand. In addition, if a company needs to move larger

quantities of water throughout its system because of higher demand, that could result in the

company having to put in larger and more expensive infrastructure to accomplish this. The

costs of additional plant as well as the associated expenses are ultimately borne by ratepayers

in higher rates. For these reasons, appropriate conservation programs are desirable from an

operational perspective.

5

6

7

8

9

10

Q, Company witness Peter Chan states that he knows of no other water company that has

been required to adopt best management practices by the Commission. Do you agree

with this statement"

No, two examples of where the Commission has required BMPS for water companies are

Perkins Mountain and Double Diamond.
I

I

I

11

12

13

14

15

16

17

18

19

20

21

There are also instances in which water companies have voluntarily proposed conservation

measures as pan of their overall business plans. For example, the Global Water entities have

voluntarily adopted various conservation measures. This example demonstrates an

acknowledgement of the cost savings and operational efficiencies that conservation measures

have the potential to produce.

1

22

23

A.

These examples illustrate a developing trend before the Commission. In light of these

relatively recent developments, it is reasonable for the Commission to consider the

imposition of conservation measures.

i
I

I

I
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Q-

l

Company witness Marvin Glotfelty states that the Arizona Department of Water

Resources ("ADWR") has detennined that the Company "has demonstrated that

groundwater of adequate quantity and quality is physically, legally, and continuously

available to meet the projected demand for 100 years." Do you agree with this

statement?

Not exactly, based on the information that I have. I have a copy of a letter from ADWR

dated February ll, 2008. Attached to the letter is an ADWR Decision and Order (dated

February 11, 2008) stating that CDC Wickenburg Water, LLC ("CDC") has demonstrated a

groundwater availability of 1,224.00 acre-feet for at least 100 years. I have not seen anything

issued by ADWR to Wickenburg Ranch. Lm speaking with the ADWR, they have stated that

CDC should have notified ADWR regarding the name change to Wickenburg Ranch, Upon

such notification, ADWR would have reviewed the information to make sure that all die

pertinent information had not changed. If die pertinent information had not changed, then

ADWR would have issued a new Decision and Order to Wickenburg Ranch Water, LLC.

However, hav ing said that, if  all the pertinent information for CDC is sti l l  valid for

Wickenburg Ranch, then the Company should have 1,224.00 acre-feet of groundwater

available for at least 100 years. This, together with the information contained in Finding of

Fact No. 14, Decision No. 70741, demonstrates that Wickenburg Ranch should have

adequate water available for its development for 100 years.

Q, If the Company has demonstrated a 100-year adequate groundwater supply, why does

Staff believe that a groundwater conservation program is in the public interest for

Wickenburg Ranch?

1

2

3

4

5

6

7

8

9

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

A. Two primary reasons. First, just because the Company has demonstrated that it currently has

enough groundwater for 100 years does not mean that it should not treat it as a precious

commodity, Le., preserve it and conserve it whenever possible. Second, the Order and

I
|

I
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I Decision issued by ADWR does not state that this 100-year adequate groundwater supply is

absolute. The Order and Decision states (among other things) that

1, ADWR may "periodically review and modify the designation for good cause as
conditions warrant", and

2

3
4

5

6
7
8
9

10

ADWR may "revoke this designation at any time if the findings of fact or the
conclusions flaw upon which this designation is based change or are invalid, or
if an adequate water supply no longer exists."

11 Q-

12

13

1 4

15

16

In Decision No. 70741, the Commission imposed several groundwater conservation-

related requirements on the Company. The first such requirement prohibits

Wickenburg Ranch from selling groundwater to any customer for the purpose of

irrigating any golf courses, filling ornamental lakes, or for use in water features within

the CC&N. This requirement is contained on Page 20, beginning at line 17, of the

Decision. What is Staffs opinion regarding this requirement?

The restriction prohibiting the use of groundwater for golf courses is basically a reiteration of

what the Company plans on doing anyway. According to Finding of Fact No. 16 on Page 7

of Decision No. 70741, Wickenburg Ranch is not planning to supply groundwater to the golf

course. The golf course will initially be irrigated using its own wells; later, it will use

17 . A.

18

19

20

21

22

23

effluent, as effluent becomes available.

24

With regard to the prohibition on using groundwater for ornamental lakes and water features,

I do not know whether these features are planned for this development, if they were planned,

this prohibition would have the effect of conserving the Company's use of groundwater,

decreasing the Company's energy use, and decreasing the wear and tear on the Company's

25

26

27 pumps.

2.



Direct Testimony of Steven M. Oleo
Docket No. W-03994A-07-0657
Page 9

Q, The second groundwater conservation related requirement begins at line 22 on Page 20

of Decision No. 70741. This ordering paragraph requires the Company to implement at

least ten (10) BMPs and submit those to Docket Control. Only one of those BMPs could

come from the Public Awareness/PR or Education and Training categories of BMPs.

Please explain what BMPs are.

The BMPs are a list of water conservation measures that were developed by ADWR, through

a stakeholder process, as part of ADWR's modification to its Third Management Plan. The

BMPs are part of ADWR's Modified Non-Per Capita Conservation Program ("Modified

NPCCP").

Q- :

I
I

Are all water systems throughout the State required to comply with the Modif ied

NPCCP?

No, the Modif ied NPCCP applies only within ADWR's Active Management Areas

("AMAs"). Those systems inside the AMps that are required to paitioipate in the Modified

NPCCP are all large municipal providers (cities, towns, and private water companies sewing

more than 250 acre-feet of ground water per year) that do not have a Designation of Assured

Water Supply and that are not regulated as a large untreated water provider or an institutional

provider. Water providers outside the AMAs are not required by ADWR to participate in the

program or to implement any BMPs.

i

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q, Are water providers outside the AMAs prohibited from implementing BMPs as listed

in ADWR's Modified NPCCP?

No.

A.

A.

A.

I
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1

2

3

Q-

4

For those water prodders inside the AMAs that participate in the Modif ied NPCCP,

how many BMPS are they required to implement"

It varies by size of system. All systems must implement a basic water conservation

education program. Those systems which have up to 5,000 connections must implement at

least one (1) additional BMP, for those which have from 5,001 to 30,000 connections, five

(5) additional BMPs must be implemented, and for those which have over 30,000

connections, ten (IO) additional BMPs must be implemented.

5

6

7

8

9

10

11

Q. Has the Company complied with the ordering paragraph requiring the implementation

12

13

14

15

16

of the ten (10) BMPs?

Not completely. On May 11, 2009, the Company filed a list of the ten (10) BMPs that it

plans on implementing within its CC&N, however, die Company did not explain or discuss

how it would implement these BMPS. For example, the Company chose BMP #6.8 - Water

Harvesting Retrofit Rebate/Incentive. In order for the Company to implement this BMP, it

should submit a detailed explanation of how the Company plans on administering this

program along with an appropriate tariff for Commission review and approval. The

proposed tariff tiling should discuss the associated costs of the program and any implications

for the Company's rates _

17

18

19

20 Q. Company witness Pctcr Chan states that implementing ten (10) Best Management

Practices is impractical for a new or small water company. Do you agree with this21

22

23

24

25

A.

A.

statement?

No, because it all depends on the ten BMPS that are chosen. For example, two of the BMPs

available are #62 -. High Efficiency Toilet Rebate and #6.9 - Landscape Conversion. These

two would be impractical for a new company, since all the toilets and landscaping to be
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1

\ 2

3

installed should already be water efficient, i.e., toilets would not have to be removed and

retrofitted, and landscaping would not have to be convened.

4

5

6

7

8

9

10

11

would not necessarily disagree with Mr. Chan's statement that a small water company may

not be able to afford rebates or conservation research in the absence of specific rate relief,

however, Wickenburg Ranch seems to disagree with Mr. Chan. The reason I say this is

because, as I discussed above, the Company has submitted a list of the 10 BMPs that it plans

to implement, including a rebate program and another program that would support the

development of new technologies and products. If Wickenburg Ranch believes that it cannot

afford to implement rebates or to support the development of new technologies, then it is

unclear why the Company has proposed to implement these particular BMPs without

requesting specific rate relief12

13

I

14

15

16

I
I
!

17

4

!

18

19

20

21

Of' the ten BMPs submitted by Wickenburg Ranch, there are three that may be questionable

as to their appropriateness for the Company: #6.8 - W ater Harvest ing Retrof i t

Rebate/Incentive, #7.5 .. Implementation of Smart Irrigation technology, and #7.'7 -

Providing Financial Support or In-kind Services for Development of New Conservation

Technologies and Products. However, once the Company submits its planned method of

implementation for these three BMPs, they may prove to be totally practical and cost

effective for Wickenburg Ranch. It is Staff's opinion that the other seven BMPs proposed by

Wickenburg Ranch are reasonable for a new water company.

I

|
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1

2

3

Q-

4

5

6

7

8

If the three BMPs that you identified as questionable do not prove to be appropriate for

Wickenburg Ranch, are there other BMPS that Staff believes the Company could

choose to come into compliance with Decision No. 70741 '?

Yes, such as, but not limited to, #33 - Water Budgeting Program, #5.l Low Water Use

Landscaping Requirements for Residential, Multi-family, Non-residential, and/or Common

Areas (this would also comply with another portion of Decision No. 70741 as discussed

below), #5.2 - W ater Tampering/Water Waste Ordinances, #53 - Plumbing Code

Requirements, and others.

9

Q~10

11

12

13

14

I

1
1

1 5

1 6

1 7

1 8

1 9

2 0

2 1

22

Company witness Chou states that, "[u]nlike a city, town or county, a water company

does not have the legal authority to require its private customers to make most of the

improvements suggested in Category 5." Several of the BMPs you listed above come

from Category 5. Does this mean that you disagree withMr. Chan"

Although I am not offering a legal opinion, as a layman, I both agree and disagree with

Mr, Chan. I agree that a water company regulated by the Commission does not on its own

have the authority to require its customers to comply with the requirements contained in

Category 5 of the BMP list. However, the Commission has the ability to grant such authority

to a water company through Commission- approved tariffs. For example, the Commission

could approve a tariff dealing with #5.1 ... Low Water Use Landscaping Requirements for

Residential, Multi-family, Non-residential, ardor Common Areas. By approving such a

tariff, the Commission would give the water company the authority to refuse service to any

customer who did not comply with such a tariff and give the water company the authority to

terminate service to a customer who was found to be in violation of such a tariff.23
!

g

A.

A.

I

E

I
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1 Q, Company witness Chan states that he believes "the decision to adopt Best Management

should be left to the WaterPractices" is "essentially a management decision that

.
I

2

3

4

5

6

7

8

9

10

Company." Do you agree with this statement?

No. If that were the case, ADWR would not havepasseda requirement for water systems to

adopt BMPS, nor would the Commission have to take steps to bring about appropriate

conservation measures. if one thinks about it from a logical perspective, it is not natural for a

utility to want to promote conservation. Conservation is essentially the selling of less

product. The less product a company sells, the less profit it will probably make. Therefore, a

company, left to its own, would probably not promote conservation, i.e., the management

decision would normally be to promote the selling of more product, instead of conserving Ir.

Q» Mr. Chan also states that BMPs should not be required until after there is a history of

14

I

i
r

15

16

17

18

19

2 0

2 1

12

13

A.

A.

water service. Do you agree?

Again, both agree and disagree. It depends on whichBMPs are chosen. If the BMP chosen

is one having m do with providing rebates for exchanging high volume flush toilets with low

flush toilets, I would agree that program would apply only to an older, established water

system with a history of providing service to customers with high volume flush toilets.

However, if the BMP chosen deals with installing low water use plants for landscaping,

believe that program should be implemented, if possible, before there is water service, so that

customers are spared the expense of having to remove high water use landscaping to convert

to low water use landscaping.
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1

2

Q. So is part of' what you are saying above is that implementing conservation requirements

prior to sewing any customers is appropriate and probably more effective and efficient

than implementation after a water system is established?3

4

5

6

7

8

9

10

Yes, primarily because it is usually much easier and less costly to install things up front than

it is to retrofit. The Company has the opportunity to set up a conservation program firm day

one. I term it an opportunity because as new customers are connected, beginning with the

first customer, each customer will know what is expected of him/her with regard to water

conservation. The Company can avoid having to break customers of possible wasteful and

inefficient water use habits by having those customers develop efficient water conserving

habits from the first day they become customers. Staff can see no real downside to

Wickenburg Ranch iniplementhig a proactive water conservation at this time, while such a

program should provide long term benefits to both the Company and its customers. I

I
I
I
I
I
1
I

I

11

12

13

14

15

16

Q-

17

18

The third groundwater conservation related requirement begins on line 27 of the z0"'

page of Decision No. 70741. Here, the Commission requires Wickenburg Ranch to file

appropriate tariffs for Commission consideration that would condition the provision of

water service to any customer on the implementation of full xeriscape landscaping in

the front yards, as well as the installation of rainwater catchment systems. Has the

Company yet submitted such tariffs?

No, Decision No. 70741 gives the Company until July 31, 2009, to submit these proposed

tariffs.

19

20

21

22

23

24

Q,

A.

Would the landscaping tariff required by Decision No. 70741 qualify as a BMP?

25

A.

Yes, specifically BMP #5.1 - Low Water Use Landscaping Requirements for Residential,

Multi-family, Non-residential, and/or Common Areas.
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l

Q- Was BMP #SJ listed by the Company in the filing it submitted to the Commission on

May 11, 2009?

1

2

3 No.

4

5

6

Q,

7

8

With regard to the Commission requirement concerning rainwater catchments systems,

would this qualifyas a BMP?

Yes, BMP #6.8, listed by the Company in its May ll, 2009 submittal, deals with rainwater

catchment systems.

9

10

l I

Q- In StafPs opinion, does Decision No. 70741 require the Company to affirmatively

implement the landscaping requirements and the requirement for rainwater catchment

12

13

14

A.
I

15

systems at this time?

No, the Commission did not order Wiekenburg Ranch to implement these requirements. The

Commission ordered the Company to file appropriate tariffs for Commission consideration.

The Commission also ordered Wickenburg Ranch to submit, "at a minimum, the

requirements for implementing such a condition of service, details of the estimated costs to

the Company associated wide implementation of the condition of service, proposed customer

fees and charges, and any other information that Wickenburg Ranch Water, LLC believes

would assist the Commission in evaluating these tariffs."

I
I

16

17

18

19

20

21

22

23

24

25

26

Q- Does Staff have an opinion as to why the Commission required the Company to submit

the above information along with its tariffs?

J

I

A.

A.

A. Staff believes that the reason was to allow the Company to justify whatever changes/fees

might be included in the tariffs along with any customer requirements that the Company

might want to impose. In addition, the tiling of such information would also allow the

Company to justify why having such tariffs would not be practical or cost effective.
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Q-1

2

I

3

4

Does Staff believe that, once Wickenburg Ranch submits its proposed landscaping and

rainwater catchment tariffs along with all the required information, the Commission

could decide that such tarif fs are neither practical nor cost effective and, therefore,

decide that such tan'ffs should not be required?

I

5

6

I

7

Yes. In particular, rainwater catchment systems may not prove practical or cost-effective for

Wickenburg Ranch. Nothing in Decision No. 70741 forecloses the Commission from

reaching that conclusion.

8

9

10

11

Q,

12

The last groundwater conservation related requirement orders Wickenburg Ranch to

work with the wastewater prov ider in i ts CC&N area to ensure that, when effluent

becomes available, such effluent is used for golf course irrigation, ornamental lakes,

and water features. Do you know if this has yet taken place?

13

14

15

16

17

18

19

Based on the information that Staff has at this point, a wastewater provider has not yet been

established for this development. It is Staf f 's understanding that a sister entity to

Wickenburg Ranch will be created to provide the wastewater service. If this is indeed the

case, it should be fairly simple to set up a means whereby the wastewater provider would

provide the effluent for any golf course initiation, ornamental lakes, and/or water features.

Such an arrangement would provide an effective use of effluent that would benefit all

concerned, Le., the Company, the wastewater provider, and the ratepayers of both.

20

21

22

RECOMMENDAT IONS

Q, Based on the above discussion, what are Staffs recommendations regarding the

groundwater conservation related requirements set forth in Decision No. 70741"23

24

25

26

A.

A.

A. With regard to die prohibition of using groundwater in ornamental lakes and water features

or to irrigate the golf course, Staff believes that this is a reasonable requirement since it will

conserve groundwater use by the Company, may delay the need for acquiring additional
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3
1 1

2

3

wells, and provide energy and O&M expense savings related to the Company's pumps and

other equipment. In addition, the Company has already stated that it does not plan to sell

groundwater to the golf course for irrigation purposes.

I
:

4

5

6

7

8

9

10

11

With regard to the implementation of the ten (10) BMPs, Staff believes that this is a

reasonable requirement because these BMPs will promote the efficient use of groundwater

through conservation. The Company should be required to provide further detail and

explanation as to exactly how it will implement those BMPs that it has chosen. The

Company should also be required to submit proposed tariffs for any of those B1v1Ps that

would impose requirements and or charges/fees on customers, or require the Company to

provide rebates/payments to customers.

12

13

14

15

With regard to the requirement that the Company propose tariffs for implementing low-

water-use landscaping and rainwater catchment systems as conditions of service, Staff

believes that this requirement is reasonable because this too will promote the efficient use of

groundwater through conservation. The Company should be required to submit such

proposed tariffs along with as much detail as possible to allow the Commission to fully

consider such tariffs and determine whether or not they are practical and cost efficient.

16

17

18

19

20

I

21

22

23

24

25

I

I

With regard to requiring the Company to work with the wastewater provider to obtain

effluent for the golf course, etc., this requirement is reasonable because the use of effluent

will also conserve groundwater in the area, which will have a beneficial effect on both the

efficiency of the Company's plant and system and the quality of service experienced by the

Company's ratepayers. In addition, it appears that the golf course already plans to use

effluent to irrigate the golf course when effluent becomes available.
L

r

r

E
E
E
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1

2

Q. Does this conclude your direct testimony?

Yes, it does.A.
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1 3

14

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2  .
I

2 3

SO 1-1 4

24

25

26

27

CB

Referring to p. 3, lines 9-12 oflVII. Glotfelty's testimony, please provide

factual support for the following sentence: "Due to this limited amount of rainfall on

each lot, installing rainwater catchment systems is not cost effective for individual

homeowners." In your answer, please specifically explain why you believe that

"installing rainwater catchment systems is not cost effective for individual homeowners."

Response: Average rainfall in Wickenburg is 11.07 inches (0.9225 feet) per year. Let us

assume that a rainwater catchment system could capture 100% of the rainfall falling on a

2,000 square-foot roof, which would amount to 13,801 gallons annually. Small

catchment systems will cost approximately $6,000 to $8,000 to install. Amortizing

$6,000 in a 30-year loan at 5.5% interest rate raises the catchment system cost to

$31, 124.33 per unit or a total cost to the Wickenburg Ranch project of $72,332,942.92

I

I

I

I



1

2

3

This does not include operation, repair and maintenance costs, which can be quite high.

For example, an adequate submersible pump can cost $900, not including the cost for

installation.

4

5

6

7

8

9

10

11

12

13

14

15

16

1'7

Month Avg. Precise.
(feet)

Variance
(gallons)18

Avg.
Precise.
(Inches)

19

20

21

22

23

24

25

Next assume that the residence had only 900-square feet (.021 acres) of grass and

absolutely no other irrigation for trees, ornamental plants, or gardens. Knowing that the

annual irrigation demand for that amount of turf is 4.9 acre-feet per year, the demand for

that grass is about 32,989 gallons. This means that even if the catchment system had a

100% efficiency rate, it could meet only 42% of the turf demand, falling short of meeting

this demand by 19,188 gallons annually. That is why it is fair to say that rainwater

catchment systems can reasonably and accurately be categorized as not cost effective for

individual homeowners. In addition, due to seasonal storm patterns, a larger portion of

the precipitation occurs during the monsoon season and in the winter months.

Set forth below is a chart showing the average precipitation by month based upon the

historical precipitation for the Wickenburg area versus the irrigation requirements of a

typical single family residential unit (assuming a 2,000-square it roof and a 0.2~acre yard)

based upon the Wickenburg Ranch Designation of Adequate Water Supply.

Avg.
Irrigation
Demand
(gallons)

1.19 1 . 9 4 9

1.22 2 , 6 6 4

1.04 4 , 4 8 3

0.49 8 . 8 9 2

0.17 8 , 2 5 1

0.13 . 8 , 3 1 6

1.a0 8 , 7 0 6

1.92 8 , 2 5 1

t.14 6 , 2 3 7

0.65 4 , 6 7 8

0.76 2 , 7 9 4

1.1B 1.819

January

February/

March

April

May

June

July

August

September

October

November

December

0.099
0.102

0.087

0.041
0.014

0.011

0. 108
0. 1 so

0.095

0.055
0.063

0.098

-485

-1143

-3185

-5081

-8039

-8154

-7085

-5857

-4816

_3855
-1846

-34826

27

28

2
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2

3

Based upon the aforementioned, a supplemental irrigation system is required to meet

inflation demand assuming 100% utilization of rainwater for initiation purposes, which

is unrealistic.

4

I

3 5

6

7

B

Based upon a standard home of 1800 square feet with a roof area of 2,000 square feet and

using the formula set forth in the High Desert Rain Catchment L.L.C. quote (see

Attachment 4) the average residential home would capture the following rainfall during

the year:

9

Month Efficiency
10

Avg.
Praclp.
(inches)

Avg Precise.
(feel)

1 1

1 2

1 3

1 4

1 5

1 6

1 7

Janu ay

February

March

Apri l

May

June

July

August

September

October

November

December

1.19

1,22

1.04

0.49

0.17

0.13

1.30

1.92

1.14

0.38

0.7B

1.1B

0. 099

0. 102

0 . 0 8 7

0 . 041

0 . 014

0 . 011

0 . 108

0 . 1 6 0

0 . 095

0 . 055

0 . 063

0 . 098

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %

8 5 %18

Avg.
Rainfall
Capture

(gallons)

1 , 2 8 1

1 , 2 9 3

1,102

519

180

138

1,378

2 . 0 3 5

1,208

699

805

1,251
i
!

1 9

2 0

2 1

2 2 Month
1rriga1ion
Demand
(gallons)

Variance
(gallons)

2 3
-688

2 4

1,949

2,654

4,483
2 5

I

I

2 6

2 ?

CB

Based upon this rainfall capture, the following i1lush~ates the requirement for

supplemental irrigation demands using the potable water system:

Avg.
Ralnfsll
Capture
(gallons)

1 , 2 6 1

1 , 2 9 3

1 , 1 0 2

5 1 9

1 8 0

1 3 8

1 , 3 7 8

2 . 0 3 5

1 , 2 0 8

January

February

March

April

May

June

July

August

September

6,692

8.251

8,316

8,706

8,251

6,237

-1 ,371

-3,381

-5,173
-8,071

-8,178

-7.328

-5,216
-5,029

)

r

I
I

3



4

1

2

October

November

December

699

B05

1,251

4,678

2,794
1,819

-3,978

-1,988

-569:

3

4

5

E

7

Based upon the total annual irrigation demand of approximately 64,970 gallons per year

per residential home and the average rainfall capture of 12,000 gallons per year per

residential home, the average annual initiation shortfall per home is approndmately

52,970 gallons of water per year.

8

9

10

11

12

13

14

SO 1-2 Referring to p- 4, lines 19-21 of Mr. Glotfelty's testimony, please identify

where the Company has addressed or established "that mere is sufficient groundwater

available to meet the potable water demands at Win-kenburg Ranch,"

Response: See Designation of Adequate Water Supply (DWR No. 700417.0000)

(establishing 1,224 acre-feet per year of groundwater is physically, legally, and

continuously available to meet the water company's water demand). See Attachment 1.15

16

17

18
I

19

20

21

22

23

SO 1-3 Has the Company established there is sufficient groundwater available to

meet the total (both potable and non-potable) rate demand at Wickenburg Ranch?

Response: Yes. See Response to SO 1-2. Further, Mr. Glotfelty testified that there is

sufficient groundwater available to meet the total (both potable and non-potable) rate

demand at Wickenburg Ranch and will do so again at the hearing.

SO 1-4 Referring to p. 2, lines 10-11 of Mr. Brownlee's testimony, please identify

the "amended decision" referred to therein.

24 Response: The decision referred to is Decision No. 70741, as amended by the

amendments at the hearing.25

1

26

27 S0 1-5 Referring to p. 3, lines 18-21 of Mr. Brownlee's testimony, please provide

factual support for the following statement: "To purchase and install rainwater28

4

I

J



- "

1

i

I
2

3

4.

catchments that will operate well in the arid Wickenburg area will likely cost

homeowners approximately $6,000 to $8,000." In you answer, please provide specific

support for your cost estimates.

Response: See Attachments 2, 3, and 4.

5

6

7

B

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

SO 1-6 Referring to p. 3, lines 27-28 of Mr. Brownlee's testimony, please

specifically identify "the other developments in the area" referred to therein.

Response: The other developments in the area include those developments within the

Town of Wickenburg and other current and future nearby developments If Wickenburg

Ranch is imposing a cost of $31,124.33 per residential unit plus the ongoing cost of

maintenance, repair and replacement of the rain catchment systems to its housing cost

versus competitive developments, it will impair the success of the project. Wickenburg

Ranch is targeted toward active adult residents which mean that it is competing with Sun

City, Trilogy and Pebble Creek communities who do not have this condition being

imposed on them. In addition, this segment of consumer is very price conscious. In

addition, given the limited number of catchment systems in use, if this is requirements

home builders will shy away from building within the community due to warranty and

legal liability issues. The negative impacts will not only affect the developer of

Wickenburg Ranch, but the sales and property tax basis of Yavapai County, the State of

Arizona and employment within the construction industry within the State of Arizona.

SO 1-7 Referring to p. 4, lines 7-11 of Mr. Brownlee's testimony, please

specifically explain why you believe that rain catchments "cause health and safety

concerns due to water stagnation and require significant maintenance in arid climates,

which is one reason the systems commonly fall into disrepair." Please specifically

explain how "water stagnation" occurs in rain catchment system. Please specifically

explain why such systems "require significant maintenance in arid climates," and please

specifically describe the kind of maintenance that is required and the cost thereof.
8

l
28I
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1

2

3

4

5

6

7

8

9

10

11

12

13

I

15

16

17

18

19

20

21

22

23

24

25

26

27

Finally, please specifically identity and explain the health and safety concerns to which

you refer.

Response: Based upon our research and discussions with master developer using this

type of system, rainwater catchments can cause health and safety concerns due to water

stagnation when water is left in storage. Depending upon the type of system used

captured water if left exposed is going to attract flies, mosquitoes and bees to the

moisture. This can cause serious health concerns, such as those associated with West Nile

virus. in addition, an open catchment basin (which is not practical in the desert

environment) in a storm or post storm condition will be full of water, which will be a

safety hazard for small children. . Water stagnation can occur in rain catchment

systems for a number of reasons. For example, submersible pumps are usually fitted with

a shutoff switch so when the water levels get too low, the submersible pump will trip off

so that it will not fail due to the presence of air. So when water levels are low and no

14 rainfall occurs, the catchment system will hold "dead storage" (i.e. stagnant) water for

quite some time. When the system is full due to heavy or continued weather conditions,

the systems do not recycle due to lack of initiation demand. Unfortunately mother nature

is not a system which can be regulated so the ability to count of continuous flow through

the system is difficult unless supplemented with potable water. Even when mixed with

. potable water the impurities in the rain water cause algae and other bacterial growth

. within the irrigation system potentially causing health and maintenance related issues.

Water can be collected and left stagnant when people stop using the system or when a

residence is vacant.

Catchment systems require significant maintenance in arid climates because

problems arise as Me pumps and rainwater catchment systems endure drastic changes as

their environment changes from wet to dry and from extreme heat to freezing. For

example, when a wet pump becomes dry, its seals dry out, crack and must be replaced.

The estimated cost to replace a submersible pump is $900. If the pump was not

is submersible, problems can arise when water is in the system and freezing occurs.

i

I

6

I
3

i
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4

5

6

7

a

9

l o

12

I

1 Further, these systems can become clogged for many reasons, such as when screens are

not functioning properly or when the water lines leading to the catchment container have

3 dips that fill with sludge and sediments and algae growth within the system. During

heavy rain events, water catchment systems cannot hold all of the water. A significant

portion of the rain in Wickenburg on a monthly basis comes in one or two storms in a

month, limiting the ability of the catchment system to efficiently capture the water..

All types of maintenance are required. Water collections systems must be cleaned

routinely so the screens do not become plugged. Cleaning such systems will cost

approximately $50 to $100 per occurrence, unless the homeowner does the work

themselves.. Pump seals become dry and must routinely be replaced; otherwise, the

11 pump will be damaged and a new pump must be purchased. Some of these tasks may

require excavation. Some less-effective and less-durable pumps cost apprordmately $200

13 to $500 as replacements, but the vendors recommend pumps that cost approximately

14. $900. Plumbers charge approximately $75 to $100 per hour for the service. Moreover,

15 when roof systems are modified to hold water, they inevitably leak and in Mm could

is result in mold, or other water damage and the potentially lead to lawsuits. Leaking roofs

17 can cost thousands of dollars in repairs.

LB

19 SO l~8 Refem'ng to p. 4, lines 14-20 of Mr. Brownlee's testimony, please provide

20 any literature, planning documents, internal memos, or any other communication of any

21 kind that documents the intent to limit landscaping that has a large water requirement.

22 Response: The Community Design Guidelines will contain language outlining

23 planting requirements to limit landscaping that has a large water requirement. Those

24 Community Design Guidelines have not been completed; however, Wendell Pickett is the

25 person who will draft theses documents and is a witness who will testify to this intent and

26 the staff will have the opportunity to cross examine him on these issues. Additionally, the

27 Community Design Guidelines are enforced through the Covenants Conditions and

CB
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I

I
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I

2

3

4

5

6

7

8

9

10

11

12

13

14

15

Restrictions. The Covenants Conditions and Restrictions are a recorded deed restriction

against each individual property within the community.

SO 1-9 Referring to p. 4, lines 23-26 of Mr. Brownlee's testimony, please state

how much rainwater a rain catchment system must capture in order to work effectively.

Please identify how much rain is expected in the Wickenburg R.anch area.

Response: It depends upon the type of system and irrigation water demand. For

example, at a typical residential lot, to operate effectively, a rainwater catchment system

must have at a minimum apprordmately 250 gallons held in storage, for each irrigation

cycle. This does not include "dead storage" needed to ensure the submersible pump can

operate. In simple terms this would mean that the system has to have a steady flow of

250 gallons per day to be utilized for irrigation purposes on a year around basis, In the

months of May (.5" rainfall), June (.1" rainfall) and July (.2" rainfall) it is not practical to

think that you will have sufficient rainfall to support irrigation using the system. The

typical system has 2500 gallons of storage, in a .l" rainfall the system would collect

gallons, this is for the entire month of June. See also Response to SO 1-1.

16

17 SO 1-10 I

18

19

20

21

22

23

24

I 25 |

26

27

CB

Refem'ng to p. 4, lines 26-»28 ofl\/k. Brownlee's testimony, please

specifically identify the "maintenance issues with algae growth." Please specifically

identify the causes and associated problems with "clogged lines and heads within the

irrigation system." Finally, please identify how homeowners would bypass the system

and the problems associated with such efforts at bypass.

Response: Algae grow occurs to the impurity in the rainwater and in the system and

needs to periodically be flushed or removed. This is a process which the normal

homeowner is not familiar with and will most likely neglect. Algae growth will cause

clogging of the system and screens. The maintenance related issues are burdensome and

expensive as compared to a potable irrigation system.

Homeowners can and will bypass the system by using a hose, connecting the

irrigation distribution lines to the Horne's potable water plumbing, or connecting the

8 I
I
|
|
I



2008 2009 2010 2011 2012 2013

New Customers 0 194 350 378 444 414

1

2

3

catchment system to the potable water system. This could cause serious concerns to the

entire community due to backflow issues. DOESN'T EACH HOME HAVE TO HAVE

A BACKFLOW PREVENTOR?

4

5 so 1-11

6

7

8

9

10

11

Referring to p, 6, lines 17~20 of Mr. Brownlee's testimony, please provide

an estimate of when the Wickenburg Ranch development will be sufficiently built-out to

supply the golf course with effluent sufficient to meet all of the golf course's irrigation

demand. Please provide a year by year estimate of amount of groundwater that will be

displaced by effluent between now and the time when build-out will be sufficient to

provide all of the golf course's initiation needs with effluent.

Response: See Decision No. 70741 at page 7. The Company has already provided the

12 i

estimated connections from 2008 through 2013 (six years) is as follows:
13

14

15

1
I

1
J

;

16

17

18

19

;
; 20

21

Internal market analyses confirmed these estimates were reasonable. However, due to

project delays, due to economic conditions these estimates will be pushed back another

year or two. While this is purely speculative, the Company believes that there will be

enough effluent to meet golf course demands within 10 to 15 years from the date that

project lot sales begin.

22
.

I

23 SO 1-12

24

Refining to p. 2, lines 17-18 of Mr. Pickett's testimony, please specifically

describe the "health and safety issues that can arise due to retaining storm water on lots."

25

26 Response: See Response to SO 1-7.

27

I
I

25 SO 1-13 Referring to p- 2, lines 22-23 of Mr. Pickett's testimony, please define an

"average golf course in the central Arizona area" as that term is used in your testimony.

9
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2

3

4

5

6

7

Please describe the specific features and/or designs by which the Wickenburg Ranch golf

course will use 35% less water than the average golf course in the central Arizona area.

Please compare and contrast the water usage of an "average golf course in the central

Arizona area" with the anticipated water usage of the Wickenburg Ranch golf course.

Response: An average golf course in central Arizona has 90 acres of turf; a small lake,

and other low water demand vegetation. The Wickenburg Ranch golf course will have

64 turf acres, which is about 27% less Mrs Turf limits are delineated in a very efficient

manner in sprinlder head spacing and sprinkler delivery to gain the overall 35% water

reduction in comparison to typical Central Arizona golf courses. The estimated water

demand for the golf course is 284 acre-feet per year.

Referring to p. 3, lines 8-16 of Mr. Pickett's testimony, please state whether

13 it is the Company's conclusion that "ponding catchment" systems are not suitable for the

14 Wickenburg Ranch development. Please specifically explain the reasoning underlying

15 the Company's conclusion as specifically related to Wickenburg Ranch.

16 Response: Pond catchment systems are not suitable for Wickenburg Ranch. Setting

iv aside the health and safety concerns, the project consists of small lots for an age-targeted,

18 second home market and is zoned accordingly, The project lots relative to that market do

19 not have room for pond catchments. The project density will not readily accommodate

20 either pond catchment basins or containers in those lot sizes.

21

a

9

10

11

12 SO 1-14

22 SO 1-15 Referring to p- 4, line 17 of Mr. Pickett's testimony, please specifically

23 explain why you believe that "container systems are not cost effective." Please provide

24 cost estimates to explain your answer.

Zs Response: See Responses to SO 1-1 and 1-5.

26

27 SO 1-16 Referring to p. 4, lines 23-27 of MI'. Pickett's testimony, please identify and

pa provide the specific information relied upon by Mr. Pickett when he formed the opinion

10
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1

2

3

4

5

6

7

that, in Santa Fe and Tucson, "the general consensus is that they (rain catchments) did not

work well and the public opinion of these systems was negative."

Response: Mr. Pickett states: "I have formed my opinion based on having clients in

Santa Fe, Central New Mexico and Tucson areas, who are either currently dealing with

zoning issues related to catchment basins or dealing with jurisdictions who are

considering them. All feel they are an unreasonable expense and they are not a useful

tool."

8

9
I

10

11

12

13

14

15

16

S0 1-17 Referring to Mr. Platts' testimony, please provide a copy of his resume,

including a description of his educational background and professional qualifications and

experience.

Response: Mr. Platt is being offered as a lay witness and not an expert. So, Mr. Platt's

profession and educational background is not relevant. Nevertheless, Mr. Platt received a

high school diploma from Lyman High School in Lyman Wyoming. Professionally, Mr.

Platt worked in the oil and gas industry for many years and is now retired. He now buys

and sells property for income. Mr. Platt does not have a resume.

1'T I
:

18

19

20

SO 1-18 Referring to p. 2, lines 5-11 of Mr. Platte' testimony, please identify every

specific fact, analysis, conversation, document, or communication of any kind that he has

relied upon in reaching the conclusions set forth therein.

21

22

23

24

25

26

27

Response: This question is overly-broad and Mr. Platt and Wickenburg Ranch reserve

the right to supplement this answer. The following response consists of certain material

and relevant communications that MI. Platt has relied upon. To form his opinion, Mr.

Platt is relying upon conversations that took place with P.E. Davin Beaner and Tom

Worley. He has also been `mformed by MY company representatives that the cost of

water catchment systems to be installed will cost approximately $6,000 per home. Mr.

28

J
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1

1 Platt has reviewed the witness testimony offered by Marvin Glotfelty, Peter Chan,

Wendell Pickett, Bill Brownlee and Steve Oleo.

DATED June 8, 2009.

Moves SELLERS & SIMS, LTD.

We 4/
Steve Were
Attorneys for Wickenburg Ranch Water

Original and thirteen copies
Filed June s, 2009 with: \

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Kevin Torrey, Attorney
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Steve Olga
Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27
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5

KRISTIN K. MAYES, Chainman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

DOCKETFDEY

6 !_ mc,
7 DOCKET NO. W~03994A-0770657

8 DECISIONNO. 70741

9

IN THE MATTER OF THE APPLICATION OF
WICKENBURG RANCH WATER, LLC
(FORMERLY CDC WICKENBURG WATER,
LLC) FOR APPROVAL OF A RATE
ADJUSTMENT, OPINION AND ORDER

10 DATE OF HEARING I
I

October 8, 2008

11 PLACE OP HEARING: Phoenix, Arizona

12 A1;>m1nzsTRAT1vE LAW JUDGE; Sarah N. Harpnhg

13 APPEARANCES: Mr. Steve Were, Mayes, Sellers & Sims, on behalf of
Wickenburg Ranch Water, LLC, and

14

15
16 3

Mr. Kevin Torrey, Staff Atiomey, Legal Division, on
behalf  of  the Uti l i t ies Division of  the Arizona
Corporation Commission.

17 BY THE COMMISSION :
I

18

i 20

21

22

On November 20, 2007, Wickenburg Ranch Water, LLC ("Wickeliburg Ranch") filed with

19 the Arizona Co1'po1'ation Commission ("Commission") an Application to Adjust Rates.

On December 14, 2007, the Com1nissi0n's Utilities Division Staff ("Staff"') filed a Letter of

Insufficiency stating that the application did not meet the sufficiency requirements outlined in

Arizona Administrative Code ("A.A.C.") R14~2~I03.

Of January 3, 2008, Wickenburg Ranch filed an Affidavit of Publication of Customer Notice

24 r showing that notice of its application had been published in The Wickenburg Sun on December 12,

23

25 19, and 26, 2001

26 On January 18, 2008, Wickenburg Ranch filed a response to Staffs Letter of lnsufficiency.

27

28

s:'.sHA RPRTNG\Ra!cl11aking\070657O8:0 .doc 1
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1

2
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4
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I

8

9
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1 1

12

l 3

14I

I

15

16

17
I
I

18

19

20

21

On February 21, 2008, Staff issued a Letter of Sufficiency, stating that Wickenburg Ranch's

application had met the sufficiency requirements outlined in A.A.C. .RI4-2-103 and that Wickenbtlrg

Rauch had been classified as a Class C utility,

On February 28, 2008, a Procedural Order was .issued scheduling atclephonic procedural

5 conference for March 17, 2008.

On March 4, 2008, Wickenburg Ranch filed Response to Second Set of Data Requests.

On March 17, 2008,a telephonic procedural conference was held before a duly authorized

Administrative Law Judge ("ALJ") of the Commission, Wickenburg Ranch and Staff appeared

through counsel. During the procedural conference, it was determined that Staff would file its Staff

Report by July 7, 2008, and that Wickenburg Ranch would file any response to the Staff Report by

July 28, 2008. There was also a discussion regarding whether a hearing would be needed.

On July 8, 2008, Staff tiled a Motion to Extend Time to Pile Staff Report ("Motion to Extend

Time"), requesting an additional two weeks for Staff to prepare the Staff Report because Staff had

just received new inf°ormation from the Arizona Department of Water Resources ("ADWR") stating,

that there is insufficient water in the area for the purposes outlined in the application. Staff avowed

that Wickenburg Ranch did not object to the requested extension of time.

On July 10, 2008, a Procedural Order was issued extending Staffs deadline to file the Staff

Report and/or direct testimony and exhibits, scheduling a hearing in this Matter for October 8, 2008,

establishing associated requirements and deadlines, scheduling a pre-hearing conference for October

l, 2008; requiring profiled testimony and exhibits, and extending by 60 days the time period for the

Colnlnission's final order in this matter,

On July 16, 2008, Wickenburg Rauch filed a Response to Staffs Motion lo Extend Time,

23 stating that Staffs assertion that there is insufficient water in the area for the purposes outlined in the

24 application was emnieous and taking issue with Staffs making such an assertion in a Motion lo

25 Extend Time.

On August 6, 2008, Wickenburg Ranch filed the Direct Testimomlyof William Brownlee,

27 Soon Rowels, John Matte, Peter Chan, and Steve Cornell. Wickenburg Ranch also filed six exhibits.

26

28

22

2 DECISION no. 70741
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1

2

I
I 4

On August 15, 2008, Wickenburg Ranch tiled a Certification of Publication and Mailing of'

Notice of Application stating that notice had been published in The Wick»2nburg Sun on July 30,

2008, that Wickenburg Ranch currently has no licensees or water customers, and that notice was

provided to the owners of the Wickenburg Ranch Estates development on July 23, 2008.

5 On September 3> 2008, Staff filed a Staff Report recommending approval of Staffs

6 recommended rates and charges.
1

7 On September 15, 2008, Wickenburg Ranch filed a Motion for Extension of Time to File

l

I
s

i
i

Q 8

9

10

12

13

15

16

17

18

19

20

21

Comments to Staff Report and Motion to Reschedule Prehearing Conference. Wickenburg Ranch

stated that Staff had no objection to the extension.

O11 September 19, 2008, a Procedural Order was issued extending to September 29, 2008,

Wickenburg Ranch's deadline to respond to the Staff Report and rescheduling the pre-hearing

conference to October 6, 2008.

On September 26, 2008, in response to the Staff Report, Wickenburg Ranch filed the Rebuttal

14 Testimony of Wiliiam Brownlee.

On October 6, 2008, the pre-hearing conference proceeded as scheduled. Wickenburg Ranch

'and Staff' appeared through counsel. At the pre-hearing conference, the parties were informed of

specific subject areas to address at the hearing.

On October 8, 2008, the hearing proceeded as scheduled before a duly authorized ALJ of the

Commission at the Colnmission's offices in Phoenix, Arizona. Wickenburg Ranch and Staff

appeared through counsel and presented evidence and testimony. Staff was directed to file, by

October 15, 2008, one late~filed exhibit related to Wickenburg Ranch's proposed cash working

22 capital allowance. Wickenburg Ranch was directed to file any response it may have by October 22,

23 2008.I

:

I
I

I
I
I

24 On November 25, 2008, Staff filed a late-tiled exhibit stating that Staff does not recommend a

26

25 cash working capital allowance. Wickenburg Ranch did not file a response.

* kg; a= * ** * * *

27 Having considered the entire record herein and being fully advised in the premises, the
I

I

i
28 Commission finds, concludes, and orders that;

-:=-
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DOCKET NO. W-03994A-07~0657

1 181nD_I.nGs OF FACT

2 1.

3

4

5

6

7

Wickenburg Ranch is.an Arizona limited liability company authorized to provide

water uti l i ty serv ice to customers in Yavapai County Arizona, pursuant to a Certi f icate of

Convenience and Necessity ("CC&N") originally granted in Decision No. 42961 (November 22,

l972).1 Decision No. 42961 established Wickenburg Ranch'scuHent rates of $6.00 for. the first

2,000 gallons or less for each consumer per month and $1.00 per thousand gallons for all water used

in excess of 2,000 gallons per rnonthj

Wickeliburg Ranch and its predecessors have never served a single water customer.

9 The development the CC8cN was granted to serve was never built, with the exception of a small

8

I

I
I

I

10 resorl that was originally commonly owned with the water uti l i ty and later, when ownership

1 I diverged, was granted a license to use and maintain the water system by one of Wickenburg Rallch's

12 predecessors and thus was never classified as 21 customer or required to pay rates The resort has
i
I
! 13 been out of operation since 2005 and is currently undergoing a major demolition and remodel

14 process.

I
I 15

I

L

i
I

19

The water system plant built to serve the CC8LN service area includes a 500,000

16 gallon storage tank, two 70,000 gallon booster tanks, and 16,000 linear feet of 4-inch distribution

1? line. The plant dates back to the early 1970s, has been fully depreciated, and is no longer in use due

18 : to its poor condition. Wickenburg Ranch does not intend to place the existing plant into service.

l
l

4

4

i 20

21

22

23

24

Wickenburg Ranch also has five wells that were drilled more than 30 years ago and that it does not

intend to use as potable water production wells. Wickenburg Ranch states that only one of the wells

was ever equipped and used to supply potable water to the resort.

On November 20, 2007, Wickenburg Ranch filed with the Commission an Application

to Adjust Rates, stating that it desires to establish new rates and charges to provide water service to a

2,162-acre toaster-planned community known as Wickenburg Ranch Estates, which is planned to

26

27

28

1 Decision No, 42961 granted a CC8cN to Yavapai Hills Water Company, an Arizona limited liability partnership. In
1996, ill Decision No. 59646 (May 15, 1996), Yavapai Hills Water Company was authorized to transfer its CC&N and to
sell its assets to Wick Water, LLC, a Kansas limited liability company.. In 2001, in Decision No. 64252 [December 4,
2001), Wick Water, LLC, was authorized to transfer its CC&N and assets to CDC Wickenburg Water, LLC. In
September 2007, CDC Wickenburg Water filed Améhded Articles of Organization with the Commission to change its
name to Wickeuburg Ranch Water, LLC.
z The Commission recognized this troatnxent of the resort in Decision No. 59646 (May 15, 1996).
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1

2

3

4

5

consist of commercial units and 2,324 housing units.

Because Wickenburg Ranch has no historical lest year data from water utility

operations, Staff arid Wiclcenburg Ranch agreed that Wickeuburg Rallcli's rate application would be

treated similarly to au initial CC&N application.

Notice of the application was published in The Wickenburg Sun on December 12, 19,

6 and 26, 2007.

7.7

8

9

On February 21, 2008> Staff issued a Letter of Sufficiency, stating that Wickenburg

Ranch's application had met the sufficiency requirements outlined in A.A.C. R14-2-103 and that it

had been classified as a Class C utility.

Notice of the application and hearing was published in The Wickenburg Sun G11July

l l 30, 2008, and was provided to the owners of the Wickenburg Ranch Estates development on July 23,

10

12 I 2008, No t:omm@uts have been received regarding the application.

13

15 I 10.

la 11.

18

19

20

i 21
4

22

23
I

24

On September 3, 2008, Staff tiled its Staff Report, recommending approval of Staffs

14 recommended rates and charges.

On September 26, 2008, Wickenburg Ranch filed the Rebuttal Testimony of William

16 Brownlee in response to the Staff Report.

On October 8, 2008, a hearing on Wickenburg Ranch's application was hold before a

duly authorized ALJ of the Commission at the Commission's offices in Phoenix, Arizona.

Wickenburg Ranch and Staff appeared through counsel and presented evidence and testimony.

Wickenbnrg Ranch presented testftnony from William Brownlee, Soon Rowels, John Matte, Marvin

Glotfelty, and Peter Chan. Staff presented testimony from .Than Liu aNd Gary MoMurry. Staff was

directed to file, by October 15, 2008, one latefiled exhibit related to Wickenburg Ranch's proposed

cash working capital allowance. Wickenburg Ranch was directed to file any response it may have by

October 22, 2008.

On November 25, 2008, Staff filed its late-tiled exhibit, stating that it does not

26 recommend a cash working capital allowance because Wickenburg Ranch has not justified the need

27 for one. Staff stated that a cash working capital allowance is generally only granted to larger

28 companies when there is a dcmonsirated need to cover the time lag belweeu cash payments to

25 12.

I
r
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1

2

3

4

5

6 ] 3.

7

8

<3

10

] 3

1 12

vendors and cash receipts from customers and that ClaSs C and larger utilities typically have a |

negative cash working capital component and do not need additional funding through this |

mechanism. In the absence Of actual data fromWickenburg Ranch demonstrating that there will be a

time lag between receipt and disbursement of funds, Staff does not believe that a cash working capital I

allowance is appropriate. Wickehburg Ranch did not file a response.

Wickenburg Ranch and the developer for Wickenburg Ranch Estates, JVT Investors,

LLC ("leT"), are both i`L1nded through organizations. ultimately owned and controlled by Larry Van i

Tuyl.3 (Tr. at l l, 21-22.) Mr. Van Tuyl has also established another company, Wickenburg Ranch

Wastewater, LLC, that will soon be seeking a CC&N to provide wastewater service to Wickenburg

Ranch's CC&N seWice area. (Tr. at 33, 26-27.) Wickenburg Ranch and JVT Investors are both in

good standing with the Commission Corporations Division.

Wickenburg Ranch obtained a Designation of Adequate Water Supply ("DAWS")14.
1
1 13 from ADWR in Febniaiy 2008, based on a projected demand of 1,224 acre-feet per year in 2013.

14 (Ex. A-7 at ex. 6.) In May 2006, Wickenburg Ranch had obtained from ADWR an Analysis of

15 Adequate Water Supply ("Analysis") establishing that 1,224 acre-feet per year of groundwater isi

I
I

I

16
i
I
3 37

18

physically, legally, and continuously available, but also stating that Wickenburg Ranch's projected

buildoul demand is 1,400884 acre-feet per year. (Ex. A-7 at ex. 12 to ex. l.) The Analysis states that

an additional 247 acre-feet per year of effluent will be generated at holdout, but that the eiTluent had

19 not been proven to be physically, legally, or continuously available at that time. (Id) Wickenburg

20 Ranch witness Marvin Glotfelty testified that the development will phase up to the 1,400.84 acre-feel

21

22

23

per year water demand and that the existing groundwater can meet the existing need in the meantime.

(Tr. at 55.)

15.

24

25

The commercial units planned for Wickenburg Ranch Estates include a resort, a golf

course, and potentially a lime share resort, depending on market demand. (Tr. at 28.) The planned

residential units include 383 custom home lots and 1,941 production housing lots. (Tr. at 18.) Phase

26

27

28

3 Mr. Van Toy] owns JVT Investors jointly with the Van TullFamily Invocable Trust, and JVT Investors owns
Wickenburg Ranch Estates. (Tr. at 24.) Mr. Van 'I\1Yl owns VT Wick, Inc. along with his father, Cecil Van Tull, (Tr. at
24-25.) VT Wick owns Vanwick, LIJC, which owns Wickenburg Ranch. (Tr. at 25.) Larry Van Tull controls the entire
enterprise and is the source of the funding for the enterprise. (Tr. at 25.)
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1

1

2

3

I of the development is planned to include 100 custom home lots, the golf course, and the initial

phase of the resort. (Tr. at 28-29.) Phase I may also include up to 200 lots for production housing,

depending on market demand.4 (Tr. at 29.) As of January 2010, the main lines and Medal roads

4 should be present for the production home parcels, the custom home lots that have been improved

5 should have main lines fronting them, and the main well, the water storage facility, and any necessary

7 16.

8

9

IU

11

12

13

14

15 i

16

17

6 treatment facilities should be completed. (Tr, at 22.)

Initially, JVT will be using private wells owned by JVT and located on the golf course

land to irrigate the golf course and landscaping and to provide water for ornamental lakes, (Tr. at 14,

26, 68.) The private wells are not owned by WickeNburg Ranch and will not he part of Wickenburg

Ranch's water system,5 but will be drawing water from the same aquifer as will the water system.

(Tr. at 26, 69, 76.) Mr. Brownlee testified that .WT has an agreement with Yavapai County to be able

to use groundwater as supplemental irrigation through irrigation wells on the golf course property.

(Tr. at 14.) The decision to use the private wells to irrigate the golf course was based on knowledge

of the Conlmission's preference not to have water companies irrigate golf courses. (Tr. at 80.) Mr.

Glotfelty testified that the private wells were considered by ADWR in its approval process for the

DAWS. (Tr. at 76-77.) Once effluent is produced through the development, WT will use effluent

for irrigation. (Tr. at 14-15, 26.) Wickenburg Ranch witness Peter Chan testified that it would take

18 approximately 1,000 to 1,200 houses to produce sufficient effluent to irrigate the golf course, which

19 will require 284 acre-feet of water for im'gatioll per year.6 (Tr. at 67-68, 72.) Mr. Chan testified that,

20 at full buildout, Wickenburg Rauch Estates will produce approximately 526 acre-feet of effluent per

21 'year. (Tr. al'/0.)

17.22 Wickenburg Rant;h's CC&N service area is not located in an Active Management

23 Area ("AMA") and will not be subject to ADWR reporting and conservation requirements. (Ex. S-1

24

25
t

I
t

I

27 6

28

° DevelopmeNt of the production housing lots will be driven by demand from ho rebuilders, as there are cunentiy no
contracts in place to sell those production housing lots in bulk to builders for development..(Tr. at 18-19, 29.) The
production housing land will be developed to "supel'pad" condition, meaning that it will be graded, that arterial streets
will be in, and that the utilities will be stubbed to the entrance to the pad. (Tr. at 29.) The purchasing homebuilder would
buy the pad and then build the individual lots within the parcel. (Tr. at 30.)
5 These apparently are not the same wells as referenced in Findings ofFset No. 3.

ll appears that 1,268 homes may be a more accurate figure, based on M11 Chants eStimate of` 200 gallons of sewage per
day proelnued per home. (See Tr, at 69.) One acre~t'oot is equivalent to approximately 325,851 gallons. The golf course

will thus require 92,541,684 gallons per year, or 253>539 gallons per day. Divided by 200, that results in 1,268.

1

26
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1 at 35.)

2 ] 18.

3

4

5

Although Wickenburg Ranch is located outside an Active Management Area, it should

nonetheless be required to comply with some of the conservation goals and management practices of

the Arizona Department of Water Resources ("ADWR"), We will require Wickenburg Ranch to

implement, within 90 days of the effective date of this Decision, at least 10 Best Management

6 | Practices ("BMP") (as outlined in ADWR's Modified Non-Per Capita Conservation Program). Only

7 one of these BMP's shall some from the "Public awareness/PR or Education and Training categories

8 of the BMPs.

9 19. Because the developer in this case has insisted on building a golf course prior to the

10

1 1

12

13

14

15 rainwater caichmenl systems.

availability of effluent for the initiation of that golf course, and because the Commission has

becoming increasingly concerned with the prolonged drought in Central Arizona, we believe it is in

the public interest to require, as a compliance itch in this case, the Company to file appropriate tariffs

for Commission consideration that would condition the provision of water service to any customer on

the implementation of full xeriscape landscaping in front yards, as well as the installation of

These tariffs shall contain, at a minimum, the requirements for

16 implementing such a condition of sewicc, details of" the estimated costs to the Company, if any,

17 iassocialcd with implementation of the condition of service, proposed customer fees and charges, and

18 any other information that Wickenburg Ranch believes would assist the Commission in evaluating

19 these tariffs. These tariffs shall also demonstrate compliance with all applicable requirements of

21

20 ADEQ and any applicable local odes.

20. Wickenburg Ranch initially will be managed through a contract with CSA

(Tr. at 30.)22 Engineering. Wickenburg Ranch witness Peter Chan is the President of CSA

23 ,Enginee1-i11g and a Professional Engineer specializing in water and wastewater treatment systems.

24 (Ex. A-6 at 2.) Mr. Chan will serve as the Certified Operator for the water system. Up.) In the

25 future, Wickenburg Ranch intends to do a request for proposals to determine whether another

26 management Emu would be more beneficial. (Tr. at 30.) Wickenburg Ranch intends always to obtain

27 its management services through contract. (Tr. at 30.)

28
¢-we_f *
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I 21. The water rates and charges for Wickenburg Ranch at present, proposed by

3

2 Wickenburg Rauch,7 and recommended by Staff are as follows:
Present

RatesMQNTHLY USAGE CHARGE:
Company
Proposed

Staff
Recommended

4

5

6

7

5/8" x W' Motor
W' Meter
I " Meter

I W' Meter
2" Meter
3" Meter
4" Meter
5" Meter
6" Meter

$ 6.00
6.00
6.00
6.00
6.00
6.00
6.00
6.00
6.00

5 11.50
17.25
28.75
57.50
92.00

184.00
287.50
431.25
575.00

s 17,25
17.25
28.75
57,50
92.00

184.00
287.50

N/A
575.00

8

9

10

11

Gallons included in Minimum 2,000 0 0

Commodity Rates (Per 1,000 Gallons)

12

13

5/8" x W' & W' Meter
Over 2,000 Gallons
All Usage
l to 3,000 Gallons
3,001 to 10,000 Gallons
Over 10,000 Gallons

$1 .00
N/A
N/A
N/A
N/A

N/A
$2.50
N/A
N/A
N/A

N/A
N/A

$3.30
5.00
6.00

i

SI .00
N/A
N/A
N/A

14

15

16

17

18

1" Meter
Over 2,000 Gallons
Al] Usage
1 to 20,000 Gallons
Over 20,000 Gallons

N/A
$2.50

N/A
N/A

N/A
N/A

$5.00
6.00

I
19

20

i 21

22

1 98" Meter
Over 2,000 Gallons
All Usage
1 to 45,000 Gallons
Over 45,000 Gallons

$1.00
N/A
N/A
N/A

N/A
$2.50

N/A
N/A

N/A
N/A

$5.00
6.00

23

24

2" Meter
Over 2,000 Gallons
All Usage
1 to 75,000 Gallons
Over 751000 Gallons

$1 .00
N/A
N/A
N/A

N/A
$2.50

N/A
N/A

N/A
N/A

55,00
6.0025

26

27

3:1 Meter
Over 2,000 Gallons
All Usage

$1.00
N/A

N/A
$2.50

N/A
N/A

28 F Wickenburg Ranch's proposed rates and charges, as revised, were included in Ex. A-3 at art. 4,

9 DECISION NO, 7(}'741
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1
1 to 150,000 Gallons
Over 150,000 Gallons

N/A
N/A

N/A
N/A

$5.00
6.00

2

3

4

4" Meter .
Over 2,000 Gallons
All Usage
1 10 250,000 Gallons
Over 250,000 Gallons

$1 .00
N/A
N/A
N/A

N/A
$2.50

N/A
N/A

N/A
N/A

$5.00
6.005

6

7

8

6". Meter
Over 2,000 Gallons
All Usage
I to 500,000 Gallons
Over 500,000 Gallons

$3 .00
N/A
N/A
N/A

N/A
$2.50

N/A
N/A

N/A
N/A

$5.00
6.00

9
SERVICE LINE AND METER INSTALLATION CHARGES:
(Refundable pursuant to A.A.C. R14_2~405]I

I

I

10

Present
Rates

12

13

14

15

16

17
I

I 18

5/8" x W' Meter
W' Meter
1" Meter
1 ]/29: Meter
2" Turbine Meter
2" Cnmpournd Meter
3" Turbine Meier
3" Compound Meier
4" Turbine Meter
4" Compound Meter
6" Turbine Meter
6" Compound Meter

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Company &
Staff Service
Line Charge

S 365.00
375.00
425.00
460.00
615.00
615.00
790.00
830.00

1,130.00
1,195.00
1,695.00
1,740.00

Company &
staff Meter
Installation

$ 115.00
185.00
225.00
435.00
940.00

1,665.00
1,445.00
2,240.00
2,3 10.00
3,200.00
4,500.00
6,230.00

Company &
Sta1TT01al

Recommended
s 480.00

560.00
650.00
895.00

1,555.00
2,280.00
2,235.00
3,070.00
3,440.00
4,395.00
6,195.00
7,970.0019

i8 .

I

20 sE.13vIc_E CHARGES: Present Rates Staff

QI

22

24

25

26

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

COIIIUEHIV

$25.00
35.00
40.00
25.00
25.00
25.00

1.50%
75.00

0.00%
W k

N/A

$25.00
35.00
40.00
25.00
25.00
25.00

1.50%
*

*

* *

27

Establishment
Establisluuent (After Hours)
Reconnection (Delinquent)
NSF Check
Meter Re-Read (If Correct)
Meter Test (If Correct)
Defended Payment (Per Month)
Deposit
Deposit Interest
Reestablishment (Within 12 Months)
Monthly Sen/ice Charge for Fire
Sprinlder (AH Sizes)

28 * Per Commission rule (R-14-2-403(B)).
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1
#81

***

2

Months off system limes the monthly minimum (RI4-2-403(D)).
1.0 percent of monthly minimum for a comparably sized meter connection, but no less
than $5.00 per month. The service charge for fire sprinklers is only applicable for
service lines separate and distinct from the primary water service line.

3 22. Staff"s recommended rates and charges are based on projected rate base and operating

4 results for the fifth year of operations. Likewise, Wickenburg Ranch's proposed rates and charges,

5 which were revised subsequent to its initial application, are based on its projections of revenue and

6 E:xpe1lses for the first Eve years of serving customers.

8 ?82,951,001. This is a $3,638,281 increase from Wickenburg Ranch's proposed OCRB of ($687,280),

7 23. Staff determined Wickenburg Ranch's original cost rate base ("OCRB") to be _

9 resulting from Staff's disallowance of $3,773,279 in advances in aid of construction ("AIAC") and

10 $134,998 in cash working capital,

11 24.

12

13

14

15

16

17

18

19 i
20

21
_

22

23

24

25

Staff recommends eliminating the AIAC because it believes that Wickenburg Ranch

should use a capital structure of 70 percent equity and 30 percent AIAC rather than its proposed

capital structure of 100 percent AIAC. Staff witness Gary McMun'y testified that start-up companies

are risky, as they have no customer base, and thus need a stronger equity cushion to protect them

against unforeseen events, such as the failure of a pump, a well running dry, or the discovery of

arsenic contamination. (Tr. at 93-94.) Mr. IvlcMurry testified that if a company does not have a cash

account to pay for such unforeseen events, the company generally either has to look to the developer

or one of the lenders of last resort (die Arizona Water iii frastructtire and Finance Authority or the

U.S. Department of Agriculture Rural Utilities Service) to obtain funds. (Tr. at 94.) Mr. McMurry

also testified that lenders are not very likely to provide a company a loan when the company does not

have any equity funds at risk, (Id) Mr. Mcl\/furry cited to a recent Decision involv ing Double

Diamond Utilities, Inc., in which the Commission required a capital structure of 70 percent equity

and 30 percent AIAC and also imposed a $500,000 perfonnance bond.8 (Tr. at 95.) Mr. McMu1Ty

stated that he believed his recommendations were beneficial to Wickenburg Ranch because he did not

recommend either a performance bond or 100 percent equity, as is often done for start-up companies.

26 (Id) Mr, McMurry also testified that one cannot assume that money can be collected from the

2'7

28
s This was Decision No. 70352 (May 16, 2008), which granted an initial CC&N. The performance bond was acquired
primarily because the applicant had no experience in successfully operating a public utility.
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1 developer, because that money would be based on sales, which arc 11st Certain. (Tr. at 98.) Staffs
I

I

2 position was not altercci by the testimony that Larry Van Tuyl is actually the source for all of the

I

4

5

3 . funding and has the funds available to provide equity as needed. (Tr. at 99~100.)

25. Staff recommends eliminating Wickenburg Ranch's proposed cash working capital

allowance because a lead/lag study is generally required for Class C utilities. (Tr. at lot.) However,

Stall acknowledged at hearing that it would not have been possible for Wickenburg Ranch to6

7 complete a lead/lag study, as it has not had any customers. (Id) Staff also stated that it usually

8 allows cash working capital based on the formula method for an initalCC&N application, but

9 pointed out that this is a ratemaking case rather than an initial CC&N case. (Tr. at l02.) .Staff agreed

LG to analyze whether it desired to change its recommendation on cash working capital and to make a

11 late-filed exhibit with its recommendation. (Tr. at 103.) In its late-f iled exhibit, Staff again

i

12 1'eco1T1mfmded that the cash working capital allowance be disallowed, as Staff believes that

13 Wickenburg Ranch has not provided, and does not have the data to provide, sufficient justification for

14 a cash working capital allowance. (Staff late~filed ex. at 8.) Staff stated that there is no reason to

15 assume that there is a positive cash working capital requirement and added that Staff consistently

16 recommends no cash working capital allowance in rate base for Class A, B, and C utilities, in the

17 absence of a leadflag study. (Id)

18 26. Staff determined that Wickenburg Ranch's fair value rate base ("PVRB") is equal Io

19 its OCRB of$2,951,00l.

20 27. Staff increased Wickenburg Ranch's proposed water sales revenue by $261,120, to

21 $l,0I 1,707, to provide an 8 percent rate of return on FVRB.

28.22 Staff reduced Wickenburg Ranch's proposed operating expenses by $4,953 to reflect a

23

24

25

26

27

28

normalized testing expense for the projected customer base of 1,791 customers in year five. Staff

explained that water testing expenses are $2.07 per connection plus a fixed $250 per year, resulting in

a total of $3,957. Staff also increased Wickenburg Ranch's operating expenses by adding $112,287

in income taxes, to reflect application of the statutory state and federal income tax rates to Staffs

recommended taxable income, These chaNges bring total operating expenses to $785,976.

In year five, Wickcnburg Ranch's proposed rates and charges would produce total,

-IN
29.
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] operating revenue of $760,937 and total operating expenses of $67'8,64I, resulting in operating

income of $82,295 or a 10.81 percent operating margin. It is not possible to determine a rate of

3 return from Wickenburg Ra]1ch's proposed rates and charges using Wickenburg Ranch's proposed

2

4 negative OCRB. However, using Staffs proposed FVRB of $2,951,001, and making Staft"s $4,953

5 adjustment lo testing expenses, Wickenburg Ranch's proposed rates and charges would result in a

6 2.96 percent rate of retuning

7 30.

8

10 31.

12

13

14

The water rates .and charges Staff recommended would produce total operating

revenue of $1,022,057 and total operating expenses of $785,976, resulting in operating income of

$236,081 or an 8 percent rate of return.

The Staff Report stated that Wickenburg Ranch's proposed rates would result in an

average monthly customer water bill of $31.82 for a. customer with a 5/8" X W' meter and a prob ectGd

median usage of 5,827 gallons per month. Based on Wickenburg Rancli's revised rate design, this

figure would actually be lower. (See Ex. A~3 at art. 4.)

The Staff Report stated that Staffs proposed rates would result in an average monthly

15 customer water bill of $41 .29 for a customer with a 5/8" x W' meter and a projected median usage of

32,

17

18

19
I

I

20

2]

I

:
I

22

16 5,827 gallons per month.

33. Mr. McMurry testified that Staffs recommended rates Would result in overeating if

Wickenburg Ranch were pem1it"ted to use a capital structure of 100 percent AIAC. (Tr. at 95.) Staff

did not analyze the reasonableness of Wickenburg Ranch's proposed rates and charges, which are

premised on the assumption of a capital structure of 100 percent ALAC, because Staff believes that a

capital structure of 100 percent AIAC is just too risky and could not be recommended. (Tr. at 99-

l00.)

I 23 34. Staff recommended approval of Staflf's proposed rates and charges and also

24 1.ecom111<2nded the following:

a. That Wickenburg Ranch collect from its customers a proportionate share of

26 any privy}f:ge, sales, or use tax per A.A.C. R14-2-409(D)(5);

27 9

28

Wickenburg Ranch proposed rates and charges result in total operating revenues of $760,937 and iota! operating
expenses of 3§678,641, resulting in operating income of $82,295. If expenses are reduced by $4,953, operating income is
increased to $87,248.

25

9
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1 b.

2

3

4

5

6

7

8

9

10

1 I

That Wickenburg Ranch be required to maintain a capital structure that

includes no more than 30 percent combined AIAC and Contributions in aid of

construction ("CIAC"), with the remainder as equity,

That W ickenburg Ranch be required to f i le with Docket Control ,  as a

compliance item in this docket, a copy of the Approval to Construct ("ATC")

for the first subdivision of the Wickenburg Ranch Estates development within

two years after the effective date of the order granting this application,

That Wickenburg Ranch use the depreciation rates by plant account presented

in Table A of the Staff Engineering Report,

That Wickenburg Ranch be required to tile a rate case application within three

months after the five-year anniversary of the date that Wickenburg Ranch

12

13 f.
I

I

i 14

la

begins providing service to its first customer;

That Wickeuburg Ranch be required to file with Docket Control, as a

compliance item in this docket, within 15 days of providing service to its first

water customer, a notice that it has begun providing service to its first water

16
I

I
17

18

19

20

21

22

23 35.

customer,

That Wickenburg Ranch be required to file with Docket Control, as a

compliance item, within 30 days after the effective date of the Decision in this

proceeding, a tariff schedule of its new rates and charges, and

That Wickenburg Ranch be required to tile with Docket Control, as a

compliance item, within 30 days after the effective date of the Decision in this

proceeding, a Curtailment tariff and a Cross-Comiection/Backflow tariff.

Apart from Staffs recommendations as to capital structure and as to the Curtailment

24 tari f f  and Cross»Co11nection/Backf low tari f f ,  W ickenburg Ranch did not object to Staf fs

25 recommendations. (Tr. at 83-85.) Wickenburg Ranch's objection to the Curtailment tariff and Cross-

26 Connection/Backflow tariff filing requirements is that Wickenburg Ranch believes that it has already

27 complied with those filing requirements. (Tr. at 83.) Wickenburg Ranch submitted its Curtailment

28 tariff as part of its Response to Letter of Insufficiency Filed January 18, 2008. (Ex. A-7 at ex, 28

I

c.

d.

e.

g.

h.
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l ox;4.) Staff acknowledged at hearing that the Curtailment tariff had been filed and would be

2 reviewed and approved. (Tr, at 89.) We also take notice that Wickenburg Ranch filed its Cross-

3 Counexztion/Backllow tariff in September 2008 and that the tariff went into effect on October 5,

4 2008.1"

5 36.

7

8

9

10

1 I

12

13

14

In  h is  rebutta l  tes t imony, Mr .  Brownlee ob jec ted to  Staffs  recommendat ion for  a

cap i ta l  s truc ture  o f  a t  leas t  70 percent equ i ty  and no more than 30 percent AIAC/CIAC. M r .

Brownlee stated that it is inappropr iate for  the Commission to require a set capital structure that

would not allow Wickenburg Ranch to take advantage of opportunities for  low-cost water  system

improvements, such as an offer from a developer to give Wickenburg Ranch land and infrastructure

tha t  wou ld  r esu l t  in  a  cap i ta l  s t r uc tu r e  o f  60  pe r cen t  equ i ty  and  40  pe r cen t  A IAC o r  C IAC.

Wickenburg Ranch states that such an opportunity would allow it to gain significant assets at no cost

to itself or its customers through rate base. Wickenburg Ranch believes that it should be able to take

advantage of this type of situation, rather than being forced to spend its own money and recover its

investment through its rates, thereby costing customers in the end. Wickenburg Ranch believes that

15 Staffs proposed recommendation for capital stnlcture should be a suggestion rather than a

Mr. Brownlee testified at hearing that the funds are available to achieve Staffs16 requirement.

17 recommended capital structure and that Wickenbur8 Ranch only objects to Staffs recommended

18 capital structure to the extent that it May limit Wickenburg Ranch's ability to accept contributions of
I

19 iufrastmeture and cause Wickenburg Ranch to incur more costs or more capital expenditures to

20 provide water to its customers. (Tr. at 81-82.)

In his rebuttal testimony, Mr. Brownlee also stated that full build-out may take 10 to

22 20 years or longer, depending on market conditions. Mr. Brownlee added that while construction of

21 37.

I

I

I

23 the main water supply infrastructure may be substantially completed in three to five years,

24 construction of the distribution system to serve individual parcels will take place as the individual lets

25 are developed. Mr. Mcl\/lu1Ty testified that Staffhas 110 information to verify how soon homebuilders

26 can be expected lo begin purchasing lots in Wickenburg Ranch Estates. (Tr, at 96.)

27

28
10 The tariff was originally filed in Docket No. W-(J3994A-08~0466 on September 5, 2008. A revised tarim was filed on

September 16, 2008.

I

|
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1 38.

2

3

4

Wickenburg Ranch witness John Matte testified that Wickenburg Ranch would be able

to file die ATC for the first subdivision of Wickenburg Ranch Estates within two years of ah order

approving the application, (Tr. at 47.) Mr. Matte Norther testified that an ATC for the pipeline has

already been obtained, that an ATC for wells is currently in process, and that an ATC for the water

5

6

7 39.

campus site, which will include the reservoir, booster pump station, and another well, would be

applied for within a few weeks after the hearing (Tr. at 49.)

MT. lvIcMun°y testified that he has no reason to doubt that Wickcnburg Ranch would

8 be a fit and proper entity to provide service within its CC&N service area. (Tr. at 96.)

Staff believes that it would be in the public interest for the Commission to grant

10 Wickenburg, Ralich's application, with Staffs recommended capital structure and rate design. (See

9 40.

|
|

11 T1'.at96.)

41.12

1. 3
I

14

15

16

17

I

I

I

I
1

18

19

20

21

22

23

We agree with Staff that Start's recommended capital structure is more appropriate

than is the l 00~percent AIAC/CIAC capital structure proposed by Wickenburg Ranch. Although

Wickenhurg Ranch has provided testimony that Mr. VanTuyl has sufficient funds available and will

provide equity to the operation when needed, we believe that it is in the public interest to establish

with certainty that Wickenburg Ranch will be provided such equity and to what extent. This should

ensure that when Wickenburg Ranch is operational and has customers, it will have funds readily .

available to make any needed repairs to the system without obtaining a loan or seeking additional

funding from a third-party developer. In addition, it should help to ensure that Wickenburg Ranch's

customers are required to pay just and reasonable rates and charges from the beginning, as opposed to l

rates and charges that are substantially lower than is necessary to sustain the water system and that

could require substantial increase in the future when facilities need to be repaired or replaced.

42. We also adopt Staffs recommended FVRB, Staffs adjustments to Wickenburg

24 Ranch's proposed revenues and operating expenses, and Staff's recommended rates and charges.

43. Because an allowance for property tax expense is included in Wickenburg Ranch's25

26 rates and will be collected from its customers, the Commission seeks assurances 1300 Wickenburg

27 Ranch that any taxes collected from ratepayers have been remitted to the appropriate taxing authority.

28 It has come to the Commission's attention that a number of water companies have been unwilling al;
I

....

!
:
i
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c 1 Unable to fulfill their obligation to pay the taxes that were collected from ratepayers, some for as

2 many as 20 years. It is reasonable, therefore, that as a preventive measure Wickenburg Ranch shall

3 I annually file, as part of its amlual report, an affidavit with the Utilities Division attesting that

4 . Wickenburg Ranch is current in paying its property taxes in Arizona.
I

5 44.

6 Centro] Arizona,

The Commission has become increasingly concerned about the prolonged drought in

Therefore, we beIievc:Lhat Wickenburg Ranch should be required to conserve

7

8

9

1.0

11

12

13

groundwater and that Wickenburg Ranch should be prohibited from selling groundwater for the

purpose of in°ig,ating any golf courses within the certificated area or any oulameiital lakes or water

features located in the common areas of the proposed new developments within the certificated area.

We also believe that Wickenburg Ranch should be required to work with the wastewater provider for

its certificated area, once that wastewater provider is approved, to ensure that effluent is used to

irrigate any golf courses within the certificated area or any ornamental lakes or water features located

in the common areas of the proposed new developments within the certificated area, once effluent is

14 being produced.

45.IN

16

17

18

Stafi"s recommendations set forth in Findings of Fact No. 34(a) through (g) are

reasonable and should be adopted. We do not adopt Staffs recommendation set forth in Findings of

Fact No. 34(h) because we find that Wickenburg Ranch has already satisfied the requirements in that

recommendation. I

19 co~4cLusIons OF LAW

Wickenburg Ranch is a public service corporation within the meaning of Article XV

21 of the Arizona Constitution and A.R.S. §§ 404250, 40-251, and 40-256.

22 The Commission has jurisdiction over Wickenburg Ranch and the subj act matter of

23 the application.

3.24

25 4.

ZN 5.

Notice of the application was given in accordance with the law.

The rates and charges authorized herein are just and reasonable.

Staffs recommendaticiis set forth in Findings of Fact No. 34(a) through (g) are

27 reasonable and should be adopted.

28
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1 ORDER

IT IS THEREFORI8 ORDERED that Wickenburg Ranch Water, LLC, is hereby directed to

3 file with Docket Control, as a compliance itemill this docket, on or b¢fore February 1, 2009, revised

4 rate schedules setting forth the following rates and charges:

2

MONTHLY USAGE CHARGE:

6

7

8

9

10

5/8" X W Meter
W' Meter
1" Meter

1 W' Meter
2" Meter
3" Meter
4" Meter
6" Meter

$ 17.25
17.25
28.75
57.50
92.00

184.00
287.50
575.00

1 1

12
I

i

I

13

Commodity Rates (Per 1,000 Gallons)
5/8" x W' 81, 74"Meter
1 to 3,000 Gallons
3,001 to 10=000 Gallons
Over 10,600 Gallons

$3.30
5.00
6.00

14
I

15
J

_l Mate;
I to 20,000 Gallons
Over 20,000 Gallons

$5.00
6.0016

J 17

3
18

I W' Meter
1 to 45,000 Gallons
Over 45,000 Gallons

$5.00
6.00

19

20

2" Meter
I to 75,000 Gallons
Over 75,000 Gallons

355,00
6.00

21

22
3" Meter
1 to 150,000 Gallons
Over 150,000 Ga}]m1s

$5.00
6,00

24

25

4" Meter
1 to 250,000 Gallons
Over 250,000 Gallons

$5.00
6.00

26

27

§7_Meter
1 to 500,000 Gallons
Over 500,000 Gallons

$5.00
6.00

28
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1 SERVICE LINE AND METER INSTALL4\TlON
CHARGES:'7

(Refundable pursuant to A.A,C. R14-2-405)
3

4
Meter

Installation Total I

$
5

6

7

8

9

10

5/8" x 34" Meter
W' Meter
I 91 Meter
1 W' Meter
2" Turbine Meter
2" Compound Meter
3" Turbine Meter
3" Compound Meter
4" Turbine Meter
4" Compound Meter
6" Turbine Meter
6" Compound Meter

Service
Line Charge

39 365.00
375-00
425.00
460.00
615.00
615.00
790.00
830.00

1,130.00
1,195 .00
1,695.00
1,740.00

S 115.00
185.00
225.00
435.00
940.00

1,665.00
1,445.00
2,240.00
2,310.00
3,200.00
4,500.00
6,230.00

480.00
560.00
650.00
895.00

1,555.00
2,280.00
2,235.00
3,070.00
3,440.00
4,395.00
6,195.00
7,970.0011

to SERVICE CHARGES:

13

14

15

16

17

18

$25.00
35.00
40.00
25.00
25.00
25.00
l.50%

*

*
**

* * *

19

Establishment
Establishment (After Hours)
Reconnection (Delinquent)
NSF Check
Meter Re-Read (If Compact)
Meter Test (If Correct)

i Deferred Payment (Per Month)
Deposit
Deposit Interest
Reestablislmteut (Within 12 Months)
Monthly Service Charge for Fire
Sprinkler (Ali Sizes)

20 s

* *

***21

r
I

22

Per Commission rule (R-14-2-403(B)).
Months off system times the monthly minimum (Rl4~2-403(D)).
1.0 percent of monthly minimum for a comparably sized meter connection, but no less
than $5.00 per month. The service charge for Ere sprinklers is only applicable for
service lines separate and distinct from the primary water service line.

23 I IT IS FURTHER ORDERED that the above rates and charges shall be effective for all service
I

24 provided on and after February 1, 2009.

25 IT IS FURTHER ORDERED that, i11 addition to collecting its regular rates Md charges,

26 Wickenburg Ranch Water, LLC, shall collect from its customers a proportionate share of any

27 privilege, sales, or use lax per A.A.C. R14-2-409(D)(5).

IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall establish am28

I
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1 maintain a capita] structure that includes no more than EU percent combined advances in aid of

2 construction and contributions in aid of construction, with the remainder as equity.

3 IT [S FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall, within two years

4 after the effective date of this Decision, file with the Commission's Docket Control, as a compliance

5 item in this docket, a copy of the Approval to Construct for the first subdivision of the Wickenburg
I

6 Ranch Estates development.

7 IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall use the depreciation

8 rates by individual National Association of Regulatory Utility Commissioners plant account set forth

9 in Table A of the Commission's Utilities Division Staffs Engineering Report.

10 IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall, within three months

I I after the five-year anniversary of the date that it begins providing water utility service to its first

i
!
I

12 customer, file with the Commission a rate case application.

13 IT IS FURTHER ORDER ED that Wickenburg Ranch Water, LLC, shall, within 15 days after

14 it begins providing water utility service to its first customer, file with the Commission's Docket

I

I

I
I

I
I

I

I

:

I

I

I 15 Control, as a compliance item in this docket, a notice that it has begun providing service to its first
I

1 16 customer.
I

17 IT IS FURTHER ORDERED that, in light of the ongoing drought conditions in Central

18 Arizona and the need to conserve groundwater, Wickenburg Ranch Water, LLC, is prohibited from

19

20

selling groundwater for the purpose of irrigating any golf courses within its certificated area or any

ornamental lakes or Water features located in the common areas of the proposed new developments

21 within its cc:r1iIicat6d area.

22 IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall implement, within

23 90 days of the effective date of this Decision, at least 10 Best Management Practices (as outlined in

24 ADWR's Modified No11~Per Capita Consewalion Program) and submit those Best Management

25 Practices to Docket Control within 90 days of the effective date of this Order. Only one of these

26 BMPs shall come from the "Public awareness/PR or Education and Training categories of the BMPs.

27 IT IS FURTHER ORDERED that the Company shall file appropriate tariffs for Commission

28 consideration that would condition the provision of water service to any customer on ,the

20 DECISION NO. 707541
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1 ilnplementalion of full xeriscape landscaping in front yards, as wet] as the installation of rainwater

2 catchment systems, by July 31, 2009. These tariffs shall contain, at a minimum, the requirements for

4

3 implementing such a condition of service, details of the estimated costs to the Company associated

4 with implementation of the condition of senfice, proposed customer fees and charges, and any other

5 infomiatiou that Wickenburg Ranch Water, LLC believes would assist the Commission in evaluating

I

I

6 these tariffs, Those tariffs shall also demonstrate compliance with all applicable requirements of

7 ADEQ and any applicable local codes.

8 IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall work with the

9 wastewater provider for its certificated area, once that wastewater provider is approved, to ensure that

10 effluent is used to inigatf: any golf courses within its certificated area or any ornamental lakes or

1 1 water features located in the common areas of the proposed new developments within its cerTi5cated

12 area, once effluent is being produced.

13 I

14

15

16

17

18

19

20 r

21

23

24

25

26

27

28
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I

2

3

4

IT IS FURTHER ORDERED that Wickenburg Ranch Water, LLC, shall annually tile, as part

of its annual report, an affidavit with the Comnlission's Utilities Division attesting that it is current on

paying its property tax es in Arizona.

IT IS FURTHER ORDERED that this Decision shall become effective iMmediately.

5 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

6

7

8 CHAIRMAN " R
.»'

K1

I
rI
1_

Q MWM
MISSIONER

k w

LOMMISSIC)m CQM 9 IQNER

13

Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the

, in the City of Phoenix,

14

IN WITNESS WHEREOF, 1 MICHAEL P. KEARNS, Interim
Executive Director of the

Comm `ssion to betfixed at the Capitol
this o f f / day of/'i8,~.".4»#W;¢' , 2009.

r /'..»:/ 4.

15
JJ

16
/,,4*~/ '

17

18
DISSENT I

i n ExEcu'T1vE DIRECTGR

¢
. / | / 6 r » v~ -

19

I

i
I 20 DISSENT

21

23

24

25

26

27

28
I

I
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1 SERVICE LIST FOR: WICKENBURG RANCH WATER., LLC (FORMERLY
CDC WICKENBURG WATER, LLC)

2
I DOCKET NO. W-03994A-07-0657

4

5

Steve Were .
MOYES, SELLERS & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, Arizona 85004-4541
Attorney for Wickenburg Ranch Water, LLC

6

7

6

David Green
WICKENBURG RANCH WATER, LLC
C/O MY Builders
4222 East Camelback Road, H100
Phoenix, Arizona 85018-2721

9

10

11
I

12

Janice Alward, Chief Counsel
Kevin Torrey, Attorney
Legal Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Aafzona 85007

13

14

15

Ernest Johnson, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
Phoenix, Arizona 85007

16

17

18 I

19

20
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22

23

24

25

26

27

28
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